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The strength and stability of Mutual 


Fire Insurance comes from eco- 
nomical operation, Fire Prevention 
Engineering and careful selection 


of risks. 
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THE MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


Pennsylvania Millers Mutual Fire Ins. Co....... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association............. Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co... ..Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co....... Kansas City, Mo. 
National Retailers Mutual Insurance Co............ Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co....... Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co......... Des Moines, lowa 
Millers Mutual Fire Insurance Co..............-. Harrisburg, Pa. 
Millers Mutual Fire Insurance Co............. Fort Worth, Texas 
° 7 . 


MUTUAL FIRE PREVENTION BUREAU 
230 E. Ohio St., Chicago, Ill. 


A service organization maintained by the Mill Mutuals. 
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Are you helping to pay Dividends 
to Stockholders or to Policyholders? 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


Offices From the Atlantic to the Pacific 


Gale & Stone, Boston Justin Peters, Philadelphia 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 

James S. Kemper, Mer. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Mutual Agency, 

Indianapolis, Memphis, Dallas, Kansas City. 

The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. 
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EVERY GOOD DRIVER 


watches out for the other fellow 









A good driver gives the other fellow the benefit of 
the doubt. Whether the “other fellow” is a driver 
or pedestrian, he tries to anticipate his false 
moves and prepare himself accordingly. He be- 
lieves in road courtesy and places the PREVEN- 
TION OF ACCIDENT above any personal or law- 
ful interpretation as to who's right or who's 
wrong. With him the vital thing is no accident. Be 
a Good Driver .. . watch out for the other fellow. 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: 
Stevens Point, Wis. 


Branches in 23 principal cities. 
Licensed in every state 
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THIS MONTH 


BLE reporters in other magazines 

have given a summarized account 
of the St. Paul Convention of the Na- 
tional Association of Insurance Com- 
missioners, but we have thought that 
our readers would appreciate an op- 
portunity to read significant excerpts 
from the actual text of all the major 
papers, collected in convenient se- 
quence in one issue. ® So here they 
are, from the President's Annual Ad- 
dress to the newest pronouncement on 
rates for Silicosis Hazards; with Social 
Security, State Tax Laws, and Insur- 
ance Company Investments making up 
the remainder of the program. ® To 
our embarrassment we find this proce- 
dure has used up most of our space 
and crowded out general articles and 
“Bunk of the Month" and several pages 
of notes. ® But we will be back next 
issue with something more like the usual 
schedule. 


NEXT MONTH 


For the languor of mid-summer we 





Promise some material, especially in 
the notes section, of a more light and 
entertaining nature than is usual in our 
Pages. Casualty subjects are in prep- 
aration and looking further toward Au- 
gust some interesting facts about arson 
will be featured. 
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CARL K. WITHERS 


Commissioner of Banking and Insurance 
State of New Jersey 


Ovccuryine a dual position of large importance in the service of his 
state, Commissioner Withers is a busy executive. His banking connections 
have been extensive and his general business experience has given him a large 
background for practical judgment in making decisions in his supervisory ca- 
pacity. He is a past-president of the New Jersey State Bankers Association 


and formerly vice-president of the New Jersey Taxpayers Association. 
































JOURNAL OF 
AMERICAN INSURANCE 


Published Monthly By 
AMERICAN MUTUAL ALLIANCE 
919 N. Michigan Ave., Chicago, Ill. 


Vol. XIII 
No. 6 


June 
1936 





Copyright 1936 by American Mutual Alliance 


A. V. GRUHN, Editor and Business Mgr. 
EDWIN L. POOR, Managing Editor 





STRANGE SILENCE ON 
RETROSPECTIVE RATING 


Two conspicuous 
features of the 
Commissioners’ 
Meeting at St. Paul 
were the discussion on the examinations question and 
the lack of discussion on retrospective rating. For the 
first time in the last ten years the stock companies failed 
to urge the Convention to take cognizance of a pro- 
posed change in the compensation situation. The fail- 
ure to do this is significant and left the very definite 
impression that the stocks are gun shy on the proposi- 
tion. Every opportunity was given for any one who 
wished to say something in defense and, while the stock 
companies were strongly represented, they remained 
strangely and nervously silent. Those present left with 
the well-seated idea that the proponents of the retro- 
spective rating plan lacked confidence that it contained 
sufficient merit to pass the critical judgment of the 
members of the committee. It appeared, too, they had 
come to the meeting in the hope that in some manner 
the plan had been sold beforehand to a few, at least, 
of the Commissioners to the extent that some state 
‘xecutives might advocate and push it, and by so doing 
take the responsibility off the shoulders of the origina- 
tors of the plan. 

It does not seem possible that a proposal with such 
far-reaching possibilities will be ignored by the Conven- 
tion. The Workmen’s Compensation Committee will 
undoubtedly take recognition of what is going on and 
it is not at all unlikely that the Convention will study 
the matter and hold hearings for the purpose of doing 
something about it at the meeting to be held in Hot 
Springs in December. 

Meanwhile, efforts to put over the program in indi 
vidual states without the formality of public hearings 
will undoubtedly be attempted. But in the light of what 
transpired at the Convention, it will be surprising if any 
state gives retrospective rating formal recognition until 
the Convention has had opportunity to pass upon it. 
Particularly fitting in the light of the situation in Massa- 
chusetts, was Commissioner DeCelles’ very practical and 
positive statement that his approval was only temporary 
and that he regarded the proposal in Massachusetts as 
being experimental only and subject to amendment, re- 
vision, and possible withdrawal. 
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What happened at the Committee meeting in St. Paul 
was reminiscent of the 1932 meeting when the same 
retrospective rating plan was stillborn at midnight be- 
fore the day on which the Workmen’s Compensation 
Committee was to meet. Certainly there is something 
inherently wrong with the idea—otherwise its propo- 
nents would handle it in an entirely different manner. 

Commissioner DeCelles, in a brief statement, char- 
acterizing himself as the godfather of the 1936 program, 
gave a short summary of the reasons which had led to 
his approving the plan for trial in Massachusetts. He 
pointed out that self-insurers in his state cannot legally 
buy stop-loss or excess coverage, and that a great deal of 
illegal insurance was being written. It was to meet this 
situation that the retrospective rating plan was approved 
and the Massachusetts Commissioner was of the opinion 
that risks now insured would not be interested in it. He 
seemed to be rather skeptical of the plan, since what he 
had to say for it was no ringing endorsement of the 
scheme. 

The members of the Committee who evidently had 
previously read something about retrospective rating in 
the press, appeared more than anxious to listen to infor 
mative statements covering the proposal and practically 
invited the proponents to speak, but no one volunteered 
to step to the front with supporting statements. Under 
the circumstances, the Commissioners seem content to 
look on with interest but inaction, while Massachusetts 
resolves itself into an experimental laboratory. 


THE QUESTION OF 
EXAMINATIONS 


As to examinations, 
this is a matter in which 
it would be indelicate for 
companies to interfere, ex- 
cepting by direct invitation of the Convention. Certainly 
the companies are in no fear of examinations if made 
at reasonable intervals by competent men. Whether 
these technical inquiries are made by individual states 
or groups of states or a committee representing all of 
the states is to the companies an unimportant detail. 
However, all states cannot, of themselves, employ com- 
petent men to do the job because legislatures have pro- 
vided no funds for such a purpose. A few of the large 
insurance states could do so. These latter have long ex- 
perience and trained staffs, coupled with state laws im- 
posing restrictions and obligations which, all together, 
make a set-up approachirfg perfection. Naturally, such 
states are inclined to be somewhat unwilling to give up 
the idea that the best results are achieved when they 
have the sole responsibility to examine the companies. 
As a matter of fact, several of these state departments 
are barred by their own laws from following any 
other course. 

However, it is well recognized that all states have an 
interest in scrutinizing companies doing business within 
their borders. Even if they have no home companies, 
it is felt that the department must protect the people of 
its state and the supervising official may be excused for 
wishing first-hand information just as much as the Com 
missioner of the state where a company being examined 
is domiciled. It would be a happy circumstance if all 
states could have such confidence in each other that each 
could feel absolutely safe in accepting the work of the 
examiners of other states. But that is just asking too 
much of human nature, even if all practical and techni- 
cal difficulties were out of the way. When the con- 
troversy is sifted thoroughly, it resolves itself down to 
one question which is unanswerable. The state with the 
home companies insists that it cannot accept the results 
of a Convention examination and still fulfill its obliga- 
tions to its public and to the law of the state because 
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the Commissioner cannot possibly 
certify to the correctness of that 
part of the examination of company 
affairs which was undertaken by the 
strangers from other states. These 
same other states, in turn, insist that 
they have an obligation to their own 
people which makes it impossible 
for them to accept at full value the 
examination report made by the 
examiners of the home state for the 
very same reason. 
ee @ @ 


S long as this situation exists, 
A the controversy will continue. 
The companies, therefore, find them- 
selves in between two fires. Obvi- 
ously if the matter is to be settled, 
one side or the other must give way. 
If not, and the present temper of the 
Convention continues, some sort of 
compromise must be found. 

It is predicted by some that the 
plan covered by the Resolution 
adopted at the St. Paul meeting will 
increase the number of examiners 
and the number of examinations all 
out of proportion to the results which 
can be expected. It is insisted that 
unnecessary examinations will be 
made in order to keep additional ex 
aminers fully occupied. It is insisted, 
too, that some States with no do- 
mestic companies will employ out- 
siders to represent them in_ these 
examinations. 

On the other hand, it is argued 
that, if the states were inclined to 
follow such an unwise policy as the 
latter one, the companies could be 
put to the burden of this same ex- 
pense and harassment under existing 
conditions in the event that the indi 
vidual states saw fit to exercise their 
right of visitation and examination. 
It is argued further, that if the states 
in which the majority of insurance 
companies are domiciled resist Con- 
vention examinations, all of the other 
states in which the companies are 
licensed to do business could indi 
vidually examine the companies, and 
the result to the companies would be 
the same, or worse. 

ee ee ® 

ETTING aside all discussion 
_ about racket examinations, it 
would seem that if the Convention 
is to function smoothly as a coopera- 
tive unit there is one conclusion on 
which all states should be able to 
agree; namely, that the expense to 
the companies shall not unnecessarily 
be increased, but should be reduced: 
that examinations shall be made only 
by those competent to make them, 
and then only when necessary; and 
that the states shall so conduct them 
selves as to make possible the exist 
(Continued on Page 27) 
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Triumph for the C. L. U. 


DR. S. S. HUEBNER, HEAD OF THE 
INSURANCE DIVISION OF THE WHAR- 
ton School of Finance & Commerce 
at the University of Pennsylvania, 
has been for a number of years pro- 
moting the idea of programs of study 
leading to the degrees of C. I. U 

C. C. U. and C. L. U., these respec- 
tively standing for Certified Fire Un- 
derwriter, Certified Casualty Under 
writer and Certified Life Under 
writer. In this he has made consid- 
erable progress, especially in the life 
field and recently in connection with 
an address he made before the Chi- 
» Association of Life Underwrit 

ers definite figures were given out 
indicating that those who have 
achieved such an educational equip- 
ment are being amply repaid by 
larger financial returns than the aver 
age life insurance solicitor. In a 
survey made by the New York Chap 
ter of Chartered Life Underwriters 
it is revealed that while the national 
income from 1931 to 1935, inclusive, 


cag 


decreased to a low point in 1933, the 
income of the C. L. U.’s rose more 
than 25% over that of 1931 and those 
doing supervisory work increased 
their earnings by 57%. The average 
income of the C. L. U. group in 
1935 was $6,743.00 and of those in 
supervisory work, $8,500.00. 


Alcoholism and Life Insurance 


THE NORTHWESTERN NATIONAL 
LIFE INSURANCE COMPANY HAS COM- 
piled statistics recently on the unin- 
surability among people under thirty 
because of excessive use of alcohol. 

Their study shows that there has 
been a 13% increase over a year ago 
and if the period from 1932 is scru- 
tinized the same age group reveals an 
increase to the startling figure of 
183%. If all ages are included the 
increase in rejection involving alco- 
holic over-indulgence was 8% over 
1934 and 35% over 1932. 

As reported in Best’s Insurance 
News, the report shows as follows: 

















“Moderate and occasional drinkers show 
a steady increase also, according to the 
report. Examination of the company’s 
accepted applications discloses an increase 
of 21% since a year ago in the number of 
insurance applicants reported to be moder- 
ate or occasional users of alcoholic bever- 
ages, and of 110% since 1932. The in- 
crease shown among applicants under 30 
is 17% in the past year, and 178% since 
1932. 

“Noteworthy phases of the increased 
alcoholic consumption during the past 
year, the company observes, have been the 
growth in the use of alcoholic beverages 
in the home, both for entertaining and in 
private, and the increasing trend on the 
part of business men and white collar 
workers to stop for refreshments on the 
way home from work. 

“In the Spring of 1932, 8.2 per 100 
applicants under age 30 used intoxicants, 
the company’s records show, while in the 
same season of 1935, the proportion for 
the same age group was 19.5 per 100, and 
in 1936, the proportion in this age group 
is 22.8 per 100. 

“In the age group from 30 to 45, at 
the present time 44.9 out of each 100 ac- 
cepted applicants are moderate or occa- 
sional users of alcoholic beverages, accord- 
ing to the records. This compares with 
36.9 per 100 applicants in the same age 
group this time a year ago, and 22.2 per 
100 in the spring of 1932. 

“A parallel increase is shown in the 
age group of 45 or over, and the averages 
for all ages show that while 15.3 appli- 
cants out of 100 were users of intoxicants 
in the spring of 1932, the proportions were 
26.6 per 100 in the spring of 1935, and 
32.2 per 100 at the present time.” 


Book on Life Insurance Stirs 


Critical Interest 

LIFE INSURANCE; A CRITICAL EX- 
\MINATION, IS THE TITLE OF A RE- 
cent book (Harper & Brothers) by 
Kdward Berman, member of the De- 
partment of [Economics at the Uni- 
versity of Illinois and author of 
“Labor and the Sherman Act” and 
many shorter economic studies. 

The author announces his purpose 
as trying to bring about a_ fuller 
popular understanding of life insur 
ance and its weaknesses. [ifteen 
major companies are compared as to 
net cost, investment yields, officers’ 
salaries, etc., and in all these respects 
a direct comparison is made with the 
Massachusetts Savings Bank Life In 
surance System. 

A considerable emphasis is laid on 
the question “Are you paying too 
much for insurance ?’, a discussion 
which brings out some very pointed 
remarks about acquisition costs as 
reflected in agents’ commissions. In 
this argument we take no part but as 
Professor Berman develops the mat- 
ter his conclusions sound reasonable 
in many respects and while the vol 
ume is well interspersed with tables 
which will need close attention for 
any layman to follow, the statistics 
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do seem to yield readily to a little 
study. The burden of his conclusions 
are all for the mutual companies and 
especially for the Savings Bank’s 
plan. This being so, it is but natural 
that some of the life companies have 
expressed themselves as in disagree- 
ment with the implications in the 
book ; and for the other side we can 
direct the reader to the protest printed 
on page six of the June 5, 1936, issue 
of the Eastern Underwriter, but it 
is recommended that the book be 
read first. 
ee @ ® 


New York Mortgage Com- 


mission gets No Commission 

A RULING WAS RECENTLY MADE BY 
ATTORNEY GENERAL JOHN J. BEN- 
nett, Jr., of New York State that 
the Mortgage Commission Property 
Supervision Corporation, a subsidi- 
ary of the Mortgage Commission of 
the State, may not share with brok- 
ers the commission on insurance 
contracts which names the Commis- 
sion as the assured. 

This action supports a ruling that 
was made by Superintendent [Louis 
H. Pink who declared that such a 
procedure would constitute a rebate 
under Section 65 of the New York 
Insurance Law. During the session 
of the Legislature just past the Mort- 
gage Commission put its influence be- 
hind a bill designed to change their 
status in this regard, but the meas- 
ure failed to make headway. 

The original plan was to make an 
agreement with a. group of brokers 
to handle insurance on the Mortgage 
Commission Properties with the un- 
derstanding that part of the commis- 
sion will be paid to the Mortgage 
Commission Servicing Corporation as 
a service fee. This practice was op- 
posed generally by New York brok- 
ers and agents and was made the 
subject of a protest by the New York 
State Association of Local Agents. 


Utah Commissioner Demands 
Filing of Rates 


COMMISSIONER E. A. SMITH, JR., OF 
UTAH HAS NOTIFIED ALL FIRE COM- 
panies doing business in that state 
that they must file their rates with his 
department for approval. The com- 
missioner in his ruling on the matter 
stated : 

“This department takes the posi- 
tion that in the case of fire companies, 
rates and schedules are a component 
part of every agent’s manual of in- 
structions. 

“We, therefore, rule that effective 
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as of June 15th it will be necessary 
for all fire companies regularly ad- 
mitted to do business in the state of 
Utah to file with this department not 
only complete policy forms but com- 
plete rates and schedules as well— 
said filings to be subject to the ap- 
proval of this department.” 

The above action is based by the 
commissioner on section 43-3-29, Re- 
vised Laws of Utah 1933, reading: 

“No policy of life, health, accident 
or fire insurance shall be issued or 
delivered in this state until the form 
of the same in the agent’s manual of 
instructions used in connection with 
the insurance of said policy have been 
filed with the commissioner. The 
commissioner shall have the right to 
disapprove any such forms, and after 
the commissioner shall have notified 
any such company of the disapproval 
of any forms, it shall be unlawful for 
such company to issue any policy in 
the form disapproved.” 

ee @ @ 


Term Plan Policy Upheld in 
Kentucky 


THE KENTUCKY COURT OF APPEALS 
IN DECIDING A CASE BROUGHT BEFORE 
them by the General of Seattle has 
ruled that the company’s “five year 
term instalment policy” may be is- 
sued without violating the code of 
ethics or law in Kentucky. The de- 
tails of the policy provided for the 
payment of the total premium for the 
first year with renewal at the end of 
the first year for a four year period 
upon payment of 75% of the annual 
rate in each of the years during the 
renewal period. 

“The basis of his argument (the com- 
missioner’s) is, when its policy, including 
the option, is compared by a mind favor- 
able to the 2%, 3, 4 and years instal- 
ment-note form of policies of all other 
insurance companies, it is thus shown to 
be the incarnation of ‘unfair discrimina 
tion,’ ‘rebating,’ and the infringement of 
most of our statutes governing fire insur- 
ance companies. 

“The fundamental error of such views 
is the assumption that the instalment-note 
form of policies is the acme of term in- 
surance, and that any other plan embodies 
the essential elements of the terms ‘unfair 
discrimination, ‘rebating,’ and all other 
things inhibited by the statutes. 

“He omits to observe that neither the 
rules and regulations of the Kentucky 
Actuarial Bureau nor any provision of any 
section of the statutes, either prohibits or 
requires the payment in advance, in cash 
or by instalment-notes or otherwise, the 
premiums at the rates fixed by the rating 
bureau for term insurance. 

“The intent and purpose of both the 
rules and regulations of the Bureau and 
the statutes is to regulate, control and 
govern insurance companies and not the 
insured or his obligation to the company. 
They leave him free and untrammeled to 
pay cash or execute instalment-notes for 
the whole or a part of the premium for 
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a term policy, or if he can arrange so to 
do with the insurance company, exercise 
an option as to their payment.” 

ee ee @ 


Large Life Contracts 


Hazardous 

\S A MATTER OF GENERAL INTER- 
EST, WE NOTED IN A PAPER BY ED 
ward W. Marshall, Vice-President 
and Actuary of the Provident Mutual 
Life, that the underwriting of large 
risks in the life field is fraught with 
considerably more danger than are 
the smaller risks. This was _ espe- 
cially true where policies were taken 
out to cover the loss of key men in 
business organizations or to pay 
taxes or provide for other commer 
cial contingencies. An excess mortal- 
ity running 40% above the average 
risk was reported on such policies 
where they ran beyond a $25,000.00 
figure. 

ee @ ®@ 


Cancellation in Nebraska 

IN A CASE INVOLVING AN AUTOMO- 
RILE ACCIDENT CLAIM AN INSURANCE 
company contended that the policy in 
volved had been cancelled before the 
accident for non-payment of pre- 
mium. It was set out in the trial 
court that under the terms of the 
policy the company had the right to 
cancel absolutely and summarily at 
any time on giving five days notice, 
there being nothing in the policy re- 
quiring it to give any reasen for can- 
cellation and therefore if any er- 
roneous reason was stated in the 
notice the cancellation should be re- 
garded as still effective. 

On coming before the Supreme 
Court of Nebraska the case was de- 
cided against the company on the 
ground that where a proper contract 
of insurance had been made the in- 
surer could not cancel without the 
consent of the insured unless per- 
mitted to do so by statute or a res- 
ervation in the policy itself. Although 
pointing out that such a reservation 
is valid, yet the court said it would 
be strictly construed against the com- 
pany, on which was placed the bur- 
den to show effective cancellation 
that could only be by means of a 
notice in substantial compliance with 
the policy provision and definitely 
peremptory explicit and  uncondi- 
tional. The case was Peterson vs. 
The Ohio Casualty Company. 
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American Standards Associa- 


tion Starts O. D. Research 


\ NATIONAL COMMITTEE OF TOXI- 
COLOGISTS, PATHOLOGISTS AND INDUs- 
trial engineers working under the 
sponsorship of the American Stand- 
ards Association have begun a com- 
prehensive study of the methods for 
the prevention of silicosis and other 
occupational diseases. This body will 
endeavor to set up limits beyond 
which the presence of certain gases 
and dusts in the air are definitely a 
menace to employees. A bulletin is- 
sued says in substance : 

“Arrangements have been made for co- 
operation with the U. S. Department of 
Labor and it is believed that the completed 
standards will influence state industrial 
regulations. 

“This committee is headed by Dr. R. R. 
Sayers, senior surgeon of the U. S. Public 
Health Service. Insurance company repre- 
sentatives are: A. J. Lanza, assistant 
medical director Metropolitan Life; F. W. 
Sehl, chemical engineer Aetna Life; 
S. E. Whiting, assistant chief engineer 
Liberty Mutual. 

“Need for the development of standards 
exists, the committee believes, in order to 
protect employes from unhealthful work- 
ing conditions, to protect industrial con- 
cerns from racketeering in liability cases, 
and to provide recommendations to serve 
as the basis of regulations promulgated 
by state governmental agencies, and 
rendered by insurance companies to their 
assured. The work of this advisory com- 
mittee on toxic dusts and gases should 
make impossible a recurrence of the 
hysteria over occupational disease hazards 
that has attended certain industrial opera- 
tions in the past.” 


Illinois Brokers Do Not Like 
Retrospective Rating 


A REPORT OF THE COMPENSATION 
COMMITTEE OF THE INSURANCE BROK- 
ers Association of Illinois recently 
issued, voices strong objection to the 
proposed retrospective rating plan 
which is declared to be unfair to the 
agent because of its peculiar commis- 
sion arrangements, and the fact that 
it is too complicated to be sold read- 
ily. Further it is said the plan would 
lead to self-insurance and is not in 
line with spreading losses widely 
among many policyholders but “en- 
courages the individual to withdraw 
his contributory support to the 
masses.” 

Further, the report states, 

“We believe that there is a proper rate 
for every hazard. 





“We would say that any company that 
wished to offer a maximum and minimum 
rate might do so, but we would certainly 
ask that they remove the element of con- 
tribution that the proposed plan exacts of 
the broker or producer. We are afraid 
that the public will come to the conclusion 
under the retrospective rating plan that 
it is another case of ‘heads I win, tails, 
you lose.’ 

“The tendency to over-reserve a loss is 
present and the public cannot challenge 
this practice but can only rely upon the 
good faith of the carrier to see that their 
treatment under the rating plan will be 
fair and equitable. There is too much 
room for difference to opinion and we 
are inclined to believe that this branch of 
our business will become too highly con- 
troversial, with the natural result that we 
will lose not only the compensation pre- 
mium, but the rest of the business of our 
customers.” 


Denounces Drunken Drivers 

JUDGE HARRY H. PARKER, CHIEF 
JUSTICE OF THE MUNICIPAL COURT 
of Evanston, Illinois, in speaking be- 
fore the Second Annual Virginia 
State Wide Safety Conference held 
in Richmond, made the following 
suggestions : 

“That all persons arrested for driving 
while intoxicated be looked upon as poten- 
tial killers and a definite menace to the 
public. 

“Establishment in Virginia towns and 
cities of Traffic Courts when influenced 
by the usual Police Court atmosphere. 

“Centering of police attention on men 
and women of social prominence as the 
most outstanding offenders against traffic 
rules. 

“Looking with less favor on medical 
testimony and relying more on judicial 
experience in determining whether an of- 
fender was driving under the influence of 
intoxicants. Making the task of the police 
less onerus in court and at the same time 
putting a damper on police persecution 
of drivers. 

“Making severe fines the exception ra- 
ther than the rule when suspension and 
revocation of driving licenses are called 
for flagrant cases.” 


California Silicosis Rate to 


Supreme Court 

THE FIRST EFFORT TO QUESTION 
COMMISSIONER CARPENTER’S RECENT 
ruling on Silicosis rate surcharges 
met with defeat recently when the 
California Supreme Court denied a 
petition brought by the Emerson 
Mining Company of Victorville, 
California. It was said that the ac- 
tion was brought on an improper 
cause but there is doubt whether, in 
the light of this ruling a further at 
tack will be made on the’ validity of 
the commissioner’s rate pronounce 
ment since it was indicated in the 
opinion that the challenge” to the 
State Department’s knowledge of the 
Silicosis hazard in the mining indus- 
try was something to be disregarded. 
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Thirty-Five States get Bank 
Robbery Rate Reduction 


A TWENTY PER CENT DROP IN BANK 
ROBBERY INSURANCE RATES WAS MADE 
effective early in June in rating ter- 
ritories 2, 3 and 4. Increased activi- 
ties and efficiency of the United 
States Department of Justice is cred- 
ited with having much to do with 
the lessening number of such crimes. 
Another element is the operation of a 
ru'e promulgated about two years 
ago which required 85% of a bank’s 
insured money to be kept under de- 
layed lock protection. 

Excluded in the announcement of 
rate reduction are the New England 
States, New York, Pennsylvania, 
Delaware, Virginia, West Virginia, 
New Orleans and the District of Co- 
lumbia, since in these sections of the 
country experience has remained fa- 
vorable and the rates are already 
low. On the other hand bank rob- 
bery policies will cost more in the 
States of Florida, Kentucky and 
South Carolina. 

In general also the discounts for 
securities covered under bank rob- 
bery and safe deposit stock insurance 
has been increased to 50% over the 
former 25%. There is also a 50% 
reduction for lessees of safe deposit 
boxes. The chattel mortgage exclu- 
sion has been eliminated from bur- 
glary policies. The minimum pre- 
mium for the combination blanket 
robbery and safe burglary policy for 
credit unions has been cut from an 
annual charge of $15.00 to $10.00. 


New Highway Plans 


IT IS REPORTED BY THE AUTOMO- 
BILE MANUFACTURERS ASSOCIATION 
that thirty-two States through their 
Highway Departments are conduct- 
ing comprehensive highway planning 
surveys aided by the advice of the 
United States Bureau of Public 
Roads. The chief purpose of this 
activity is to develop programs for 
long term highway improvements. 
In a recent survey just concluded 
in Pittsburgh it was pointed out that 
more motor car deaths in that city 
were caused by jay-walking than any 
other set. of circumstances. It was 
shown that in the business districts 
56% of every one hundred pedes- 
trians paid no attention to the red 
traffic lights and in the less busy 
sections the record was worse, since 
68% ignored the stop signals. Twen- 
ty-four of the twenty-nine persons 
killed during the first quarter of 1936 
in Pittsburgh were pedestrians and 
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fourteen of these met their fate while 
jay-walking. 

New York City seems to have 
done the best of all cities in the 
United States in reducing traffic ac- 
cidents since January Ist of this year. 
This is attributed to the results of 
the inter-precinct safety contest in- 
augurated by Police Commissioner 
Valentine and to the efforts of va- 
rious bodies who have been working 
on the problem. 


Five-Thousand Dollars for 
Auto Safety Ideas 


THE COMMERCIAL INVESTMENT 
TRUST, INC., OF NEW YORK, WHICH 
finances a vast number of motor car 
transactions, has announced a prize 
of $5,000 to be awarded to the one 
who has “contributed the most to 
helping and arousing the public to 
cut down traffic accidents.”” The ob- 
jective of the C.I.T. Safety Founda- 
tion is stated as follows: 


“1. To promote and encourage safety in 
traffic, progress in traffic control and facili- 
ties, to encourage better drivers of motor 
vehicles and more careful pedestrians, as 
well as to augment the safety work now 
being done by others. 

“2. To sponsor original research work 
in the field of traffic safety and betterment. 

“3. To make awards, contributions and 
donations to persons, corporations, trusts, 
partnerships or associations for the pur- 
pose of promoting safety in the driving of 
motor vehicles in pedestrian traffic. 

“4. The betterment of social and eco- 
nomic conditions. 

“5. To maintain a constant campaign 
for at least five years.” 

And here are the prizes which the 
Foundation offers and the comment 
it makes about its safety effort: 

“A grand award of $5,000 to the person 
who, during the year, in the opinion of a 
special committee to be appointed later, 
contributes the most to helping or arousing 
the public to cut down traffic accidents. 

“One thousand dollars for a series of 
awards to high school children in essay 
contests on care in crossing streets, careful 
driving and similar subjects. 

“One thousand dollars in awards for the 
best college theses on the psychological 
traits accounting for traffic accidents. 

“One thousand dollars in awards to 
teachers in grammar or high schools who 
execute the most original and effective 
plan of teaching traffic safety to pupils 
during the school term. 

“Five hundred dollars annual award to 
the newspaper man writing the best story 
or series of stories on traffic accidents, 
whether it be of a purely descriptive na- 
ture, or productive of worthwhile changes 
in traffic control; a like annual award to 
the writer of the best editorial on the 
subject of traffic safety; also, to news 
photographers for the most effective pic- 
tures of traffic hazards, published in their 
respective newspapers during the year, and 
for the best cartoons published in news- 
papers treating with the traffic. safety 
problem.” 
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Interesting Explosion Decision 


in New York 


EARLY IN THE YEAR DURING A 
STRIKE IN NEW YORK CITY A STENCII 
bomb was set off in the premises of 
the Gotham Knitting Mills Inc., 
establishment causing considerable 
damage to the contents and fixtures. 
The insurance company on the risk 
denied liability on the ground that 
the bursting of such a bomb did not 
constitute an explosion within the 
meaning of the policy and neither 
could the circumstance be regarded 
as a riot. This contention was upheld 
by Mr. Justice John Sullivan of the 
Municipal Court, sitting without a 
jury. 

The case was the Gotham lnitting 
Mills Inc., vs. The Firemen’s lund 
Insurance Company. The _ plaintiff 
has not indicated whether the case 
will be taken to a higher court. 
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Medical Convention At 


W ausau 

THE PROBLEM OF MEDICAL CARE 
FOR THOSE DISABLED BY INDUSTRIAL 
accidents or diseases will be thor- 
oughly discussed at a two day meet- 
ing to be held at Wausau on July 
27 and 28, under the auspices of the 
Employers Mutuals. Many of the 
most widely known specialists in the 
Middle West are on the program 
and several hundred doctors are ex- 
pected to attend. 

{he interest of the medical pro- 
fession in the specialized problems 
which arise out of industrial acci- 
dents is steadily growing and sub- 
stantial advances are being made in 
treatment and rehabilitation. The 
obligation to restore the injured em- 
ployee to complete efficiency at his 
old job, or to at least make him a 
self-sustaining member of society, is 
one which the insurance carrier and 
the doctor share equally. The Wau- 
sau conference is an expression of 
practical cooperation between these 
two groups. 

The field of industrial surgery and 
preventive medicine is a compara- 
tively new one and for that reason 
has made even faster progress than 
medical knowledge generally. The 
necessity of keeping abreast of the 
new developments makes a meeting 
of this kind a real opportunity for 
the doctor. His own practice may be 
very general, which makes it diffi- 
cult to go deeply into any subdivision 
of the field, or it may be specialized, 
shutting him off from the progress 
made in other sections. In either case 
a symposium of this kind is of great 
value to him. 
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FIRE NEWS « « 














‘Five Manerde Bed in Public. 
Institutions 


AN EDITORIAL IN THE HARTFORD 
COURANT HAS THIS TO SAY ABOUT 
fire-producing conditions in buildings 
used by State Institutions: 

“Every new year brings reports of fire 
hazards at crowded state institutions. The 
latest is found in Colonel Raymond F. 
Gates’ report to the Veterans’ Home 
Commission as commandant of the Fitch’s 
Home for Soldiers in Noroton. He states: 
‘With the frame construction of the 
buildings and the dryness of the wood 
from age, a serious fire hazard is ever 
present and should a fire get started, espe- 
cially in the right season, there is grave 
danger of a holocaust.’ The same fore- 
boding has time and again appeared in 
the reports of trustees of the Connecticut 
State Hospital to the General Assembly. 
The Commission on Child Welfare, seeing 
dangerous conditions at some of the 
county homes for children, asked the 
Commissioner of State Police to make an 
investigation of the fire risks. He found 
numerous hazards, some of which have 
since been eliminated. 

“The reasons why fire risks seem to 
increase in number as the years go by is 
not only that standards of fire prevention 
and safety improve. The buildings are 
older. Many of them are not in first class 
repair, but at the same time, they are 
more crowded than hitherto. When beds 
are crowded into wards and dormitories, 
even set up at night in corridurs, the 
hazards from fire naturally increase. Such 
conditions intensify the desire of boards, 
trustees, commissions and __ interested 
groups to obtain new modern accommoda- 
tions, with concrete and steel construction, 
and modern fire-proofing devices.” 


Fire Control on the New 
British Ship “Queen Mary’’ 


DETERMINED TO USE ALL POS- 
SIBLE METHODS TO PREVENT ANY 
such disasters as have been promi- 
nent in the news concerning passen- 
ger ships of recent years, the new 
ship “Queen Mary” has been pro- 
vided by its builders with fire de- 
tecting and extinguishing systems, 
which may suggest something to the 
owners of other boats and to owners 
of buildings on land also where the 
public congregates in large numbers. 

As a foundation for fire preven- 
tion, sprinkler heads are abundant at 
all strategic points and every state 
room and cargo space is not only 
provided with these water connec- 
tions but with a thermostat which 
registers at a central point if tem- 
perature rises suddenly. Convenient 
telephone and alarm system are at 
hand in the fire control room with 
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facilities for summoning aid both 
from land and ships within a wide 
circle. 

Smoke will be immediately de- 
tected by a photo-voltaic cell and by 
making its presence detected by its 
odor in air conditioning outlets. 

Fire smothering carbon dioxide 
gas may quickly be discharged into 
cargo compartments and motor car 
space, gasoline storage lockers, pro- 
jection rooms and film storage spaces 
and boiler rooms. 

Besides this, there are more than 
usual of the regular equipment of 
portable extinguishers, breathing ap- 
paratus, smoke helmets, asbestos 
suits, fire axes and other such equip- 
ment. Thirty seamen and_ thirty 
stewards trained to fight fires are 
under six specially selected men 
known as “Masters at Arms of the 
Fire Brigade.” Details of this group 
are on watch at all times ready to in- 
vestigate and act promptly at the 
slightest sign of smoke or flame. 

While this seems a bit of free ad- 
vertising for the Queen Mary, we 
shall be glad to acknowledge similar 
equipment in other ships which may 
have paid like attention to the fire 
hazard at sea. 


Boyertown Mutual Celebrates 
Fiftieth Anniversary 


THE FIFTIETH ANNIVERSARY OF 
THE BOYERTOWN MUTUAL FIRE IN- 
surance Co., was observed with a 


Dinner Meeting for their agents, 
May 12th, 1936, at the Boyer Towne 
Inn, Boyertown, Pa. Pervading the 
entire affair, was a delightful at- 
mosphere of good fellowship. 

Wm. H. Reifsnyder, Jr., one of 
the Directors, acted as toastmaster. 
The address of welcome was given 
by the Secretary, Miss Mary B. 
Freed and the response by Harry W. 
Shimer, of Allentown, one of the 
company’s agents. A demonstration 
of fire hazards was given by Fred 
Hoffman, of Coatesville. The princi- 
pal address was given by Henry S. 
Rich, Jr., of the Donegal and Conoy 
Mutual, which was a very inspiring 
address. 

The present officers of the Boyer- 
town Mutual are: Frank B. Gabriel, 
President; Lawrence W. Mathias, 
Vice President; C. K. Lefevre, 
Treasurer, and Mary B. Freed, Sec- 
retary. 

The directors, including the above, 
are: J. W. Rhode, C. M. Brossman, 
Lewis Campbell, Sr.,. Wm. H. Reif- 
snyder, Jr., Jesse R. Huber. Olive 
Reichert, Stenographer, and Bessie 
Heimbach, Bookkeeper. 





Fire Record in Washington 
State 


WILLIAM A. SULLIVAN, INSURANCE 
COMMISSIONER AND EX-OFFICIO STATE 
Fire Marshal of the State of Wash- 
ington, has reported that during 1935 
there was a total of 4,392 fire loss 
adjustments in his state, involving 
loss payments aggregating $2,832,- 
943.40. There were property values 
of $97,035,844.77, of which $53,736,- 
916.29 was on buildings and $43,- 
298,928.48 on contents. 

The Commissioner’s report con- 
tinued as follows: 

“During the year, 89 fires were reported 
to this department for investigation as 
being of suspicious origin. Following in- 
vestigation, 17 arrests were made for arson 
with 14 convictions and only three ac- 
quittals, a very high percentage of con- 
victions. An additional 120 fires were 
investigated as being of unknown or sus- 
picious origin, making a total of 209 fire 
investigations. The very favorable con- 
dition relative to arson activities existing 
during the past two years, continued dur- 
ing 1935, all the cases reported being 
disconnected attempts of individuals to 
profit from crime. There does not appear 
to be any organized arson rings in the 
State, thereby creating a very desirable 
condition for our fire departments, citizens 
and carriers of fire insurance. 

“This department conducted a very in- 
tensive fire prevention campaign during 
the spring and summer, ending during 
Fire Prevention Week, and reaching every 
industrial plant in the State, including 
fruit warehouses, woodworkers, bulk oil 
storage plants, retail service stations, grain 
storage plants and factories. This is the 
first time in the history of this department 
that every industry in the State was propa- 
gandized on fire prevention. The cam- 
paign was met with complete cooperation 
of industry and the local fire departments.” 


Competition in Massachusetts 


RUMBLING ECHOES ARE STILL EVI- 
DENT IN AND AROUND FALL RIVER, 
these being induced by the placing of 
that city’s insurance on its public 
buildings in mutual, instead of stock, 
companies. Perhaps the general pub- 
lic will be interested in the following 
information gleaned from the Insur- 
ance Field indicating that the way to 
get a stock insurance rate reduced is 
to call in mutual competition. 

“Fall River local agents, with a 
strong interest in the affairs of their 
city, employed every available means 
to bring the cost of insuring the prop- 
erty to the lowest possible figure 
commensurate with sound insurance. 

“They were able to obtain a rate 
on the public buildings far below the 
rates paid by many other cities of like 
size and character, and in addition 
made a survey and report on the city 
property at no expense to the city, 
the cost of which amounts to a con- 


(Continued on Page 27) 
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Scene at the Dinner Dance Given for Commissioners at the St. Paul Convention 


COMMISSIONERS CONVENTION AT ST. PAUL 


ANAGED with unusual at- 
M tention to organization for 

comfort and convenience of 
both commissioners and guests, the 
National Association of Insurance 
Commissioners came close to a record 
for attendance at the recent annual 
meeting in St. Paul on June 8th to 
12th. The gathering was probably the 
most widely representative of the in- 
surance fraternity that has.ever been 
present at any similar convention. 
Commissioners came from. thirty- 
eight states and from four Canadian 
provinces and with them came the 
elite of the insurance world from four 
corners of the country. Although 
heavy contingents flocked to the Min- 
nesota Capital from Hartford, New 
York, and the East generally, there 
was a notable increase in the number 
from the Midwest and far West. All 
the old wheel horses in the various 
fields of insurance were on hand, 
together with a surprisingly large 
group of younger fellows learning 
the ropes at their first convention. 


A conspicuous feature, too, was 
the high order of addresses presented 
which were fully up to traditional 
excellence in text and delivered with 
unusual forensic effect. Without ex- 
ception the speakers, taking their cue 
in this respect from the vigor of the 
opening addresses, made history by 
scorning the use of the microphone 
and satisfying all listeners even to 
the uttermost seats in the rear of the 
big meeting room. Aiding in this 
desirable end President W. A. Sul- 
livan contributed much by his effi- 
cient gaveling down of interruptions 
by late-comers and those bent on 


holding little conventions of their 
own near the entrance. While the 
sessions followed the usual course of 
being sparsely attended at the an- 
nounced opening hour, the crowd did 
congregate with exceptional prompt- 
ness and, once there, gave consistent 
attention throughout, this being again 
a tribute to the well-read papers. 





ERNEST PALMER 
New President 
of Insurance Commissioners 


of National Association 


NLY one closed session was held 
with the exception of the Execu- 
tive Committee meeting on the first 
day and the general meeting for 
Commissioners only on Friday morn- 
ing, when the various committee re- 
ports were received and _ officers 
elected. The absence of intermis- 
sions for executive sessions was a 
much appreciated innovation gratify- 
ing to the general public attending. 
Officers elected were Ernest Pal- 
mer of Illinois, President; George 
A. Bowles of Virginia, Vice Presi- 
dent; Jess G. Read, long the Secre- 
tary of the Association was chosen 
to serve another year. The executive 
committee elected includes Louis H. 
Pink of New York, Chairman; 
Frank N. Julian of Alabama, Elias 
A. Smith of Utah, Jackson Cochrane 
of Colorado, Frank Yetka of Minne- 
sota, C. A. Gough of New Jersey, 
U. A. Gentry of Arkansas, John C. 
Blackall of Connecticut. In addition 
to the above the officers of the Na- 
tional Association are ex officio 
members. 

Exchange of welcome and accept- 
ance of the keys to the city were 
made by Mark H. Gehan, Mayor of 
St. Paul, and Commissioner Palmer, 
followed by the President’s address 
defining that official’s summary of 
the events and progress of the past 
year. 
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HE question of examinations 
on to the fore and much dis- 
cussed, but harmony or near har- 
mony resulted with the adoption of 
the following report: 
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“In all future examinations of insur- 
ance companies, the supervision adminis- 
trative official of the insurance laws of 
the state in which the company to be ex- 
amined is domiciled shall notify the Chair- 
man of the Examinations Committee of 
this Convention of the pendency of the 
examination and shall indicate to him in 
a general way the premium income from 
the various states, and the Chairman of 
the Examinations Committee shall then 
invite not less than two Commissioners to 
send representatives to participate in that 
examination, said invitations to be ex- 
tended in consideration of the premium 
income of the companies in the various 
states, the geographical location of the 
states, and with due reference to rotation 
of invitation, and, whenever the occasion 
requires, groups of states may be repre- 
sented instead of one state, by their joint 
selection and appointment. 

“It is understood that this does not 
apply in those cases where companies are 
authorized to do business in less than three 
states. 

“The report of examination as finally 
submitted shall represent the concurrence 
of the Commissioners invited to partici- 
pate, which said concurrence shall be made 
evident by their respective signatures.” 


As to valuations, the Committee 
considering that subject agreed on 
the statement printed below: 

At a meeting of the Committee on 
Valuation of securities held on June 8, 
1936, the Committee unanimously adopted 
the following resolution relative to the 
valuations for securities in the 
statements of insurance companies and 
societies as of December 31, 1936: 

“RESOLVED, That the book on valu- 
ations of securities to be published under 
the auspices of the National Association 
of Insurance Commissioners in January, 
1937, shall be prepared upon the following 
basis: 


basis of 


“1. Stocks and bonds (other than those 
described in paragraph 2 below) shall bx 
valued at market quotations as of Decem 
ber 31, 1936, except that in the case of 
securities not quoted on that date the 
latest available information shall be used. 
Stock valuations shall include dividends 
declared or accrued. 

“2. Bonds of states of the United 
States and of Provinces of the Dominion 
of Canada and _ political subdivisions 
thereof shall be valued as follows: 

“(a) Such bonds which are not in de- 
fault shall be valued at the mean of the 
values established by the National Asso 
ciation of Insurance Commissioners for 
December 31, 1935, and the market quota- 
tions as of October 1, 1936, but in no case 
at values greater than the market quota- 
tions as of October 1, 1936. Such bonds 
if issued in 1936, prior to October Ist, 
shall be valued at October Ist market 
quotations; if issued subsequent to Oc- 
tober Ist, the original offering price (cost) 
shall be used. 

“(b) Such bonds which are in default 
shall be valued by the publishers of the 
Association Book on Valuations of Secur- 
ities with such reasonable adjustments of 
market quotations as of October 1, 1936, 
as are warranted by the circumstances in- 
volved in the separate issues. Such ad- 
justed values should approximate the 
mean of the valuations established by the 
Association for December 31, 1935, and 
the market quotations as of October 1, 
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1936, and shall be subject to review by the 
Committee on Valuation of Securities. 


“Resolved, That for the inventory of 
stocks and bonds in the annual statements 
of insurance companies and societies as 
of December 31, 1936, the following basis 
is recommended as fair market value: 

“1. All bonds amply secured and not 
in default shall be valued on an amortized 
basis wherever and in the manner per- 
mitted by law. 

“2. All other bonds—and where amor- 
tization is not permitted by law all bonds 

should be valued as shown in the Book 
on Valuations of Securities published un- 
der the auspices of the National Associa- 
tion of Insurance Commissioners. 

“3. Stocks should be valued as shown 
in the Book on Valuations of Securities, 
except as hereinafter provided. 

“4. Stocks held by life insurance com- 
panies may be valued in the aggregate at 
the cost or book value, whichever is lower, 
provided the income received by such com- 
panies on such stocks in the aggregate, 
during each of the five years preceding 
the date of valuation, shall have been at a 
rate sufficient to meet the interest required 
to maintain policy reserves and other 
policy obligations, and provided further 
that the net investment income received 
by such companies on their ledger assets 
shall not have been less than required to 
maintain the reserve. This shall not apply 
to stocks of corporations in receivership 
or similar status. Cost as used shall be 
held to include received as ex- 
changes or rights received as dividends or 
otherwise at not to exceed the market 
value quoted on the date acquired. 

“FURTHER RESOLVED, That in 
where the condition of insurance 
companies may require the immediate 
disposition of securities, it is recommended 
that the discretion of the state supervisory 
officials of insurance should be exercised 
to vary the general formula herein set 
forth, so as to adopt prices reflected by 
the exchanges.” 

The Committee considered three bids 
which had been received for the printing 
and publication of the Convention Book 
of Security Values as of December 31, 
1936. After a full discussion, the Com- 
mittee voted to recommend to the Associa- 
tion that the Chairman of the Committee 
be authorized to enter into a contract with 
Standard Statistics Compasy for a period 
of one year, at a cost not to exceed 
$15,000, or, in his discretion, for a period 
of 3 years, at a cost not to exceed $14,000 
a year. It was further agreed that if a 
three-year contract be entered into, the 
Chairman should reserve the right to can- 
cel at the expiration of the first or the 
second year, with an adjustment in the 
cost price so that cost shall not exceed 
$15,000 a year for the one or two-year 
period. 


stocks 


Cases 


\ppended to this report is a financial 
statement showing the contributions §re- 
ceived by the Chairman of the Committee 
for the publication of the Valuations Book 
during the year ended December 31, 1935, 
and a statement of income and disburse- 
ments during the period from July 1, 
1935, to June 1, 1936. 

Respectfully submitted, 
COMMITTEE ON VALUATION 
OF SECURITIES 
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HIE committee on unauthorized 
insurance held a meeting and lis- 
tened to a discussion of a model bill 





proposed for introduction in various 
legislatures. No definite action was 
taken but the matter was recom- 
mended for further study. 

Nothing new developed at the 
meeting of the Compensation Com- 
mittee. Although the subject of ret- 
rospective rating came up for atten- 
tion it was passed over as something 
to be considered again at the Decem- 
ber meeting. Reference to this will 
be found in our editorial comment in 
this issue. 

A program of such wide scope 
makes difficult a comprehensive re- 
port of all of the speeches, and sig- 
nificant paragraphs must serve here 
to cover the proceedings with occa- 
sionally a larger quotation when the 
text does not lend itself to summary. 


Under the general chairmanship of 
George W. Wells, Jr., in collabora- 
tion with Commissioner and Mrs. 
Yetka, an elaborate program of en- 
tertainment was provided. A golf 
tournament, fishing trips, luncheons, 
a dinner dance, and sundry other 
events were available for every free 
moment for the men of the conven- 
tion. The ladies had an even more 
complete choice of diversions and 
were royally entertained in most 
gracious manner at various clubs and 
beautiful private estates of the St. 
Paul area. For the most part the 
weather was cool and delightful, es- 
pecially on the tenth, which was 
given over entirely to social and rec- 
reational activities. 

Previously, those who were on the 
Convention Special that originated in 
New York stopped at Detroit for a 
period of sightseeing during which 
they were graciously received by 
Commissioner Ketcham and on the 
morning of the seventh were gener- 
ously welcomed by Commissioner and 
Mrs. Mortensen of Wisconsin at 
Madison. Breakfast and luncheon 
were served under the most pleasant 
auspices and a tour of the Wisconsin 
Capital City and environs was made, 
culminating with an inspection of the 
handsome State Capitol and a recep- 
tion by Governor LaFollette. 

The entire party was taken cross 
country in automobiles, through the 
heart of the state’s finest farming 
and dairy section, to the Dells some 
forty miles away. Here launches 
were provided for a trip on the river 
to view the fantastic and spectacular 
geologic formations which make the 
spot a national attraction. The con- 
tinual kindness of the various hosts 
en route made the entire trip one of 
exceptional enjoyment. 


See Miscellaneous pages for Other 
Notes About the Convention. 
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PRESIDENT'S ANNUAL ADDRESS 


Excerpts from Speech Delivered Before 


National Association of Insurance 


Commissioners at St. Paul 


By WILLIAM A. SULLIVAN 


COMMISSIONER OF INSURANCE 


STATE OF 


MONG the many fine records 
A written by institutions during 

the period of emergency that 
of this National Association is out- 
standing. Its stabilizing influence has 
been a material factor in bringing 
insurance through with so little loss 
and disorder. This organization is 
often spoken of as being a voluntary 
association. In a _ certain abstract 
sense this may be true. But in a real 
sense the action of the National Asso- 
ciation of Insurance Commissioners 
rests upon sanctions as impelling and 
authoritative as any among the stat- 
utes. The legal concepts of domicile, 
of intra-state commerce, of state sov- 
ereignty, of constitutional “‘full faith 
and credit” as applied to its activities 
unquestionably national in character 
have produced a tangle of legal facts 
and implications almost without par- 
allel, and fraught with the gravest 
possibilities. 

To reconcile divergent tendencies, 
to bring about a community of action, 
to create a semblance of uniformity 
of conditions and restrictions in the 
respective states were the necessities 
which called our National Association 
into being, and by which it will be 
perpetuated. It has become one of 
the substantial foundations of a great 
institution and one which could not 
be withdrawn without serious conse- 
quences. 


BELIEVE it would be a step for- 
| ward for the National Association 
of Insurance Commissioners, as such, 
to provide the funds necessary for an 
independent expert commission to de 
velop, under the authority of the As- 
sociation, a model insurance code, 
covering every phase of regulation as 
it now or should exist, and looking 
toward its adoption in entirety in 
every possible state. There is every 
reason and need for such a program, 
and ample precedent. Commercial 
transactions attained interstate uni- 


formity to a high degree through the 
Uniform Sales Act, and the Uniform 
Negotiable Instruments Laws, both 
of which were readily adopted by the 
legislatures of the great majority of 
states. 


WASHINGTON 


HE service that this organization 

can render each of us is depend- 
ent upon the extent of our participa- 
tion in its activities. The work of the 
Association is handicapped by lack 
of its own funds with which to prose- 
cute its work. Many members do not 
find it possible to attend its meetings 
because of lack of proper appropria- 
tions from which traveling expense 
may be met. The importance of the 
work undertaken here is such as to 
justify the making of a_ separate 
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appropriation by the legislatures of 
each state to provide working capital 
for this organization and to guarantee 
yearly the attendance of each mem- 
ber. The meeting of the expenses of 
this Association should not depend 
upon a limited few but should come 
from the general funds of each state 
to which all insurance activities con- 
tribute in the form of taxation. 
ee @ 


NOTHER disturbing element 
continues to be found in the ex- 
istence of interlocking directorates. 
Through this device insurance insti- 
tutions are closely tied to other types 
of enterprises in such manner as not 
to allow proper reflection of para- 
mount policyholder interest. The 
interlocking directorate provides an 
“asy avenue through which the assets 
of the company may be discreetly 
“milked” in a manner unfortunately 
“legal”, but neither ethical or con- 
ducive to sound insurance. 
Closely allied to this evil is another 
of equally serious import. I refer 
to the purchase and holding by insur- 
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ance companies of large blocks of 
control stock of other insurance com- 
panies or business corporations. By 
this means the assets of the insurance 
company are used to secure control 
of and access to the assets of other 
insurance companies or corporations 
in the familiar pyramid type of stock 
manipulation. This type of operation 
threatens, in my opinion, a complete 
prostitution of the high ideals of in- 
surance. It allows an individual or a 
small group of purposeful men, 
whose actual investment and interest 
in the insurance company may be in- 
significant, to shape financial empires 
for themselves by and at the risk of 
the money of policyholders, and fre- 
quently to their certain disadvantage. 

These practices of auction, deceit, 
and manipulation serve no beneficial 
| urposes, and are sources from which 
much trouble comes. Unless stopped 
they will unquestionably work more 
and serious damage to the entire in- 
surance structure. 

eo @e@ ® 

ENTLEMEN, the year that I 

have served as your President 
has been for me rich in friendships 
and experiences. The duties of my 
office have called me to practically 
every part of the United States, and 
most of you I have met and talked 
with personally at least once during 
that period. 

I was happy also to be your repre- 
sentative in attendance at the Conven- 
tion of Superintendents of Insurance 
of the great sister nation to the north, 
held at Winnipeg during September 
of last year. 

The earnestness, capability, and 
fine good fellowship of the Canadian 
Superintendents made a lasting im- 
pression upon me. I deeply regret 
that our contingent could not have 
been one hundred per cent strong. 
We have always been able to depend 
upon their friendly co-operation in 
the solution of mutual problems. 
Each year they contribute materially 
to the interest in this Convention. I 
hope that the time may soon come 
when attendance at their Convention 
will be the annual fact and privilege 
of the Commissioner of each state. 

ee @ 

S I stated in the beginning, this 
A is a great period of examination 
and reconstruction. The world with 
which we deal is faced with many 
problems. This Convention has within 
itself the power to do much good. 
Let us hope for the full use of that 
power during the present session: 
that the results obtained may uphold 
the fine standards of our predeces- 
sors, that we may again exemplify 
the fine purposes to which this meet- 
ing is dedicated. 
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Ontario Superintendent Discusses 


Uniformity of Canadian Law 


HE steady progress made to- 

ward uniformity in Canadian 

insurance legislation was re- 
viewed before the National Associa- 
tion of Insurance Commissioners by 
Hartley D. McNairn, K. C., Superin- 
tendent of Insurance of Ontario. He 
pointed out that as a result of the 
efforts of the Association of Superin- 
tendents of Insurance of the Prov- 
inces of Canada _ identica! statutes 
covering the most important branches 
of the insurance structure have been 
enacted in all of the provinces except 
Quebec, and revisions and amend- 
ments are handled through commit- 
tees of the Association and then 
adopted simultaneously in the various 
provinces. 

The Canadian Superintendents As- 
sociation according to Mr. MecNairn, 
was organized almost 20 years ago 
for the primary purpose of “Promot- 
ing uniformity in provincial insurance 
laws.” From the inception of the 
\ssociation a definite program of 
legislation was carried out with the 
object in view that any legislation 
recommended would not be pro 
claimed effective until passed by all 
provinces, except Quebec. (Quebec 
bases its laws on the Freich Civil 
Code and therefore presents a spe 
cial problem.) 

e® 68 « 


URING the period from 1918 
D to 1924 much valuable work in 
the field of life and fire insurance 
was done by the Conference of Com- 
missioners on Uniformity of I egisla 
tion in Canada. Since then the Su 
perintendents Conference has been 
alone in the field, working through the 
medium of standing and special ¢ om 
mittees. Efforts in the past have been 
mainly directed to the codification of 
contract law and the obtaining and 
maintaining of uniform statutory 
provisions and conditions. ; 

A Uniform Life Act was approved 
in 1923 and subsequently enacted by 
all provinces except Quebec. \mend- 
ments were approved in 1934 and 
have been enacted in all provinces 
except Quebec to be proclaimed ef 
fective on July 2, 1936. 

A Uniform Fire Insurance Act had 
been generally adopted by 1933. It 
is now being revised. The problem 
of Automobile insurance has been 
continually before the Canadian Con- 
ference and the Uniform Automobile 
Insurance Act, adopted in 1932 was 
revised in 1934 and further amend- 


ments are being considered now. A 
standard form of Automobile policy 
has been developed and enacted. The 
subject of Accident and Health was 
considered early and a Uniform Act 
has been in force since 1924. 


e * * 
¥ discussing the progress made in 
Canada and the benefits which 


have resulted, particularly when com- 





pared to conditions in the United 
States, Mr. McNairn pointed out that 
the Canadian governmental organiza- 
tion makes such a task much easier 
than it is in the United States. The 
longer term of the superintendent of 
insurance, the smaller number of 
provinces and the parlimentary sys- 
tem all combine to make uniformity 
possible. 


In concluding his remarks the On- 
tario superintendent invited all of the 
American Commissioners to attend 
the next meeting of the Canadian 
conference, to be held in Quebec in 
August. 


SOCIAL SECURITY LEGISLATION 


Excerpts from Two Addresses on This Subject 
the First of Which Is By 
FRANK YETKA 


COMMISSIONER OF INSURANCE 
STATE OF MINNESOTA 


Commissioner Yetka’s formal ad- 
dress was devoted to the technical 
features of the Social Security Act. 
His preliminary remarks were an ex- 
pression of his views concerning the 
effect of the Act on the duties of the 
Commissioners of the various states. 
This latter is quoted below: 

ee @ ® 

WANT to give you this thought 

of my personal ideas and observa 

tion with reference to Social Se- 
curity Act. I personally don’t feel 
that the large portion of the social 
security program will ever fall, for 
administration purposes, upon the 
shoulders of the Commissioners of 
Insurance. While it is true that the 
Workmen’s Compensation Acts be- 
came subject-matters, of insurance, 
nevertheless, all of you know the dif- 
ficulties that have been encountered 
in connection with the insurance 
problems dealing with the coverage 
of workmen’s compensation. I do not 
believe, and it is my opinion that 
many of the other phases of the so- 
cial security program are not proper 
subjects-matter for insurance. I 
don’t believe that the matter of child 
welfare, crippled children, the blind, 
soldiers’ welfare, old age—while 
there may be some connection with 
old age social security and insurance 
and an income for old age could 
probably be provided through insur 
ance—nevertheless, when you have 
reached that point without insurance, 
it ceases to be a problem of insurance. 

Unemployment, likewise, it seems 
to me is outside the scope of insur- 
ance. I don’t mean entirely but | 
mean generally. We can pick out 


isolated cases in every instance but 
we want to take the subject and look 
at it in a general way. Therefore, 
necessarily, the administration of the 
various social security acts and the 
program in general is going to lie, 
not with the Insurance Commission- 
ers but with various bodies created 
for that purpose. 
ee @ @ 

N Minnesota, most of this work 
I of administration is under the 
supervision of the State Board of 
Control at the present time and will 
probably continue in that body unless 
the entire program is developed in 
another board set up particularly for 
that purpose. Experience, however, 
has taught us in Minnesota, and | 
think it is true of other states that 
have developed programs of social 
security, such as teachers’ retiremen. 
funds, public employees’ retirement 
associations, firemen’s associations, 
and for the state employees in Min- 
nesota we have a state employees 
retirement fund, — experience has 
taught us that many errors have been 
made ; boards have been set up, funds 
have been established, theoretically, 
but not based upon any actual facts. 
Some of these funds, like the teach 
ers’ retirement fund, the public em 
ployees and the state employees, are 
administered by a body from the as- 
sociations themselves, together with 
with either the Commissioner of In- 
surance as ex-officio member and the 
State Auditor, or probably in some 
cases the Commissioner of Insurance 
and the State Treasurer. In this state, 
some of the funds are administered 
by a body within the organization on 
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which the Commissioner of Insur- 
ance and the State Treasurer act as 
ex-officio members. In some of the 
others, the State Auditor and the 
Insurance Commissioner act as ex- 
officio members. 


We find that in the organization 
of these bodies they were not based, 
or the calculations were not made 
upon any actuarial basis. In many 
instances, the funds have been run- 
ning low and have become exhausted 
and additional appropriations are be- 
ing made. Most of this has been due, 
as I said previously, to the fact that 
the original start was not based upon 
any actuarial calculations but was 
based simply upon theoretical ideas. 
That is where most of the mistakes 
were made, and it is my personal 
opinion, from observations made in 
the past, with the experiences of our 
own legislation and administration in 
this state and the information we 
have gathered from other states, that 
there should be some one particular 
board that should have supervision of 
the administration of all social secur- 
ity legislation, and that board should 
be provided with competent actuaries, 
competent men who would be able 
to furnish and figure out the neces- 
sary information and blaze the trail 
properly so that when an organiza- 
tion is set up, we will be able to 
reasonably rely upon the correctness 
of the set-up. 

In some instances where actuarial 
services and advice are necessary, it 
may be advisable to have the Insur- 
ance Commissioner as an ex-officio 
member or a member of that board, 
so that the force of the Insurance 
Department could be used to aid that 
particular organization or branch of 
social security legislation. 


ERSONALLY, I am not going 

to advocate that the administra- 
tion of social security legislation 
should be left to the Insurance Com- 
missioner. I think we have far more 
troubles now than we are able to 
carry and-cope with. So it is not my 
purpose in making these remarks to 
indicate that it should be turned 
over to the insurance departments. 
I rather say that it should not, but 
there should be some connection be- 
tween the body that has the admin- 
istration of social security legislation 
and the Insurance Department of 
that state so that they could work in 
harmony, consulting together, and 
work out a program which would 
not require amending and continuous 
re-appropriation every time the legis- 
lature meets, but that could be organ- 
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ized and set up on a basis where it 
would be self-sustaining, that is, those 
branches where money is appropri- 
ated, together with dues paid, like, 
for instance, the unemployment pro- 
gram, the firemen’s associations and 
the various public employees, etc. 

It is quite definitely shown that it 
isn’t our experience alone but it is 
also the experience of our neighbor 
country of Canada. I want to quote 
you just a paragraph from the con- 
clusion of a report from Canada 
which was prepared by Hon. B. T. 
Holmes and R. E. White from a 
Canadian review of the social secur- 
ity work in that Dominion: 

“The experience in Canada which has 
been reviewed in this paper demonstrates 
the unreliability of cost estimates prepared 
for schemes of the type referred to with- 
out qualified, competent and independent 
actuarial advice. The reasons for the 
major errors in the estimates are pre- 
cisely those which an actuarial background 
would have eliminated. The value of a 
reliable cost estimate lies not only in its 
importance for long-term governmental 
budgeting but also in the emphasis which 
it lays upon the necessity for the most 
efficient and businesslike administration 
possible. It is to be hoped that govern- 
ments will increasingly recognize the need 
for the actuary’s services, both before 


JOHN C. BLACKALL 
Vice-President of the Commissioners’ 
National Organization 
adopting further social security measures 
and in connection with reviews of the 

operation of acts already in force.” 
eee 
AM simply calling your attention 
to this paragraph to illustrate that 
in connection with social security 
legislation it isn’t only Minnesota or 
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the other individual states in the 
country which have set up various 
sections and parts of the social se- 
curity program, the difficulties which 
they have encountered here, but that 
the same difficulties have been en- 
countered in Canada. In other words, 
the shortcomings have been general. 
Experience is just beginning to teach 
us that from now on a better foun- 
dation must be laid and, since the 
national government has now adopted 
a Social Security Act and is giving 
aid to the states in the administratior. 
of the various phases of social secur- 
ity, it becomes high time now that 
the states either amend, re-enact or, 
where there is none, enact laws that 
will be based upon sound experience 
and knowledge gained from past per- 
formance. I think it can be done and, 
if it is done, the administration of 
social security legislation will be much 
easier than what it has been hereto- 


fore. 
ee @ 


SOCIAL SECURITY 


Excerpts From 
Second Address on This Subject 
at the St. Paul Convention 


By JOHN S. WILLIAMS Ill 


COMMISSIONER OF INSURANCE 
STATE OF MISSISSIPPI 


this Act might have on the busi- 

ness of insurance will be on the 
life insurance branch of the business. 
I would say that the effect on fire, 
casualty, surety, and other kinds of 
carriers will be nothing more than 
the effect on any other employer of 
labor or salaried employees. Their 
most vital question yet unsolved is 
the status of the local agent. If an 
agent is ruled to be an employee, then 
all commissions paid to such agent 
would be taxed and the agent would 
come under the Act. The National 
Association of Insurance Agents has 
and is contending that the agent is an 
independent contractor and that the 
relationship is not that of master and 
servant or employer and employee. I 
think their position is well founded 
and will prevail. In other words, 
these carriers will be affected by the 
tax, but their business operations 
otherwise will not feel any particular 
effect. It is equally obvious that aside 
from the general beneficial effect that 
public health work will bring, the 
only other of the subjects dealt with 
by this Act that would have any effect 
on life insurance is the first named 
subject, Old Age Security. 


¥ is obvious that any effect that 
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I wish to direct your attention to 
the fact that the old age benefit or 
pension does not automatically flow 
to all who reach the age of 65, but 
can be shared in only by those who 
have shared in the payment of the 
tax as employees. In other words, all 
who work for wages or salary for 
some employer of necessity contrib- 
ute to the tax and will, therefore, 
share in the benefits with certain 
excepted classifications. These ex- 
ceptions include farm laborers, cer- 
tain types of casual labor, domestic 
servants, all federal, state, county, 
and municipal employees and the em- 
ployees of non-profit institutions such 
as hospitals, universities and colleges, 
community funds, and churches. To 
put it another way, out of an esti- 
mated 48,830,000 persons engaged in 
gainful occupations, it is estimated 
that 23,026,000 will not be covered by 
the Act. Aside from the exempted 
employees named above, there are 
many others who cannot participate 
because they fall into the realm of 
employers of employees and this large 
class is composed of professional and 
business men such as doctors, law- 
yers, men in business for themselves, 
such as the merchant of various 
types, architects, druggists, tailors, 
et cetera. The only effect that this 
measure will have upon this class is 
that they will be required, as employ- 
ers, to contribute their share of the 
tax. 


S stated previously, this whole 
A system is financed by taxes 
levied upon both the employee and 
the employer. This tax is in the form 
of an income tax on the employee and 
an excise tax in equal amount on the 
employer. The tax begins January 1, 
1937, and is gradually stepped up 
each three years until 1949. This 
scale of taxation from 1937-39, in- 
clusive, is 1% of the wage; from 
1940-42, inclusive, is 1% 9% ; 1943-45, 
inclusive, 2%; 1946-48, inclusive, 
214% ; in 1949 and thereafter, 3%. 
The employee’s tax is deducted by the 
employer from the wage or salary 
paid and supplemented in like amount 
by him and forwarded to the Treas- 
ury Department, where the old age 
reserve account is set up. 


The amount of pension or benefit 
is determined by the total wage or 
salary received from January 1, 1937 
until the age of 65 is reached. It is 
not predicated upon the earnings of 
any particular year or the average of 
any group of years, but the total 
amount earned during the entire 
period, which amount, of course, is 
affected by any unemployment 
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whether it be through illness or what- 
not. It is, therefore, impossible to 
know the amount of benefits that one 
will receive. No pension will be paid 
where the earning over the period is 
less than $2,000. In that case a very 
small lump sum will be paid upon at- 
taining the age of 65. Where the 
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Again Re-elected to Post of Secretary 
of the National Association 


earning over the period is more than 
$2,000 and not more than $3,000 the 
monthly benefit will be one-half of 
1% of the total. Where the total 
earnings are between $3,000 and $45.,- 
000 over the period, the above bene- 
fits will be supplemented by the 
payment of one-twelfth of 1% on 
the income in excess of $3,000, and 
where the income for the period is 
over $45,000, an additional amount 
of one-twenty-fourth of 1% will be 
added. 


In order to qualify for this pension, 
there are three conditions which must 
be met: First, of course, the attain- 
ment of the age of 65; second, the 
total amount of wages received since 
January 1, 1937 must be more than 
$2,000 ; third, the recipient must have 
worked during each of five years be- 
tween January 1, 1937 and the time 
that he attains the age of 65. This 
last provision, of course, cuts off all 
those who on January 1, 1937 are 
beyond the age to qualify. The bene- 
fits or pensions are not available to 
anyone in any month that work has 
been done, so the effect is that one 


must stop work in order to receive 
the benefits. The benefits are payable 
only to those who have paid the tax 
for at least five years and will stop 
at death. If anyone who is paying 
the tax dies before reaching the age 
of 65, a sum equal to 34%4% of the 
total wages from January 1, 1937 to 
the date of his death will be paid. 


F course, the purpose of the Act 

is to supply the needs of people 
in their old age and not intended to 
yield more than is necessary for that 
purpose. It is interesting to note that 
the maximum monthly benefit pos 
sible is $85. In order to secure that, 
the recipient would have to earn $3,- 
O00 per year each and every year for 
45 years. 

This Act specifically reserves to 
Congress the right to amend or re- 
peal the Act or any provision of it. 
This, of course, makes it impossible 
for one to tell what it will be 10, 20, 
or 50 years in the future. There is 
no contractual relationship, as the 
Government does not issue a certifi- 
cate or other evidence of obligation. 
Those who participate have no vested 
interest in the fund. Eligible persons 
simply pay the tax and share in the 
general benefits. 

Due to the facts brought out, 
namely, the uncertain amount of 
benefit, the lack of vested interest 
whereby no cash or loan is available, 
the fact that the maximum that can 
be expected is nominal, and the pos- 
sible amendment or repeal in the fu- 
ture, one cannot afford to rely too 
much on this for his financial inde- 
pendence and happiness in his old 
age. It is all too uncertain and he 
knows not what he might expect. 

Taking all these things into con- 
sideration and after having analyzed 
the Act, it is my opinion that it was 
not the purpose of the Congress to 
offer these benefits as a substitute for 
life insurance or life insurance an- 
nuities in any sense of the word. 


ACK in the days of the World 

War when the Government 
placed life insurance on the enlisted 
men in the various branches of our 
army and navy, some were pessimistic 
enough to be apprehensive lest this 
action would saturate the market and 
thereby, temporarily at least, retard 
and hurt the business of life insur- 
ance. The result of this governmental 
program, as you well know, was just 
the reverse and the insurance busi 
ness showed an almost immediate and 
startling increase, thanks to the uni- 
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versal interest in protection that this 
aroused. 

The interest that is thus aroused, 
the discussion that is being indulged 
in, the ability of the people through 
insurance to map with certainty a 
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financial program for the future, the 
appeal to the thrifty to adjust their 
future financial happiness through 
their ability of today will all conspire 
to increase the demand for and the 
popularity of life insurance. 


UNIFORM STATE TAXES 
AND TAX LAWS | 


Excerpts from Two Addresses on This Subject 
the First of Which Is By 


FRANCIS J. 


DeCELLES 


COMMISSIONER OF INSURANCE 
STATE OF MASSACHUSETTS 


FE in Massachusetts have al- 

ways felt very strongly on the 

question of taxation. I think 
we started the discussion in this coun- 
try with a little tea party that we held 
in Boston Harbor. The companies 
have undoubtedly the right to petition 
us to relieve their burden of taxation, 
and we should hear their petition with 
all interest, because the companies 
themselves may be the object of taxa- 
tion, but it is our citizens, the policy- 
holders, who eventually pay the bill. 
In imposing taxes upon the insurance 
business many legislatures have felt 
that they are taxing a great prosper- 
ous enterprise in the interest of the 
small homeowner. Nothing could be 
more erroneous. The levy of a tax 
against any corporation is not a tax 
against the ownership, but rather is 
just another item added to the cost 
of the product to the ultimate con- 
sumer. Hence, any relief that we 
may give in the matter of taxation 
should and must necessarily be 
handed on to the policyholder in the 
form of proportionally reduced rates. 


Yet we can hardly blame our legis- 
latures because sound business men 
often make the strategical error of 
talking about the tax which reduces 


profit. Two weeks ago I sat in the 
Empire Room of the Waldorf- 
Astoria Hotel in New York and 


heard the president of the National 
Board of Fire Underwriters say that 
taxation in the last year had amounted 
to nearly 34.1 per cent. of the aggre- 
gate underwriting profit of the year. 
He made no reference to the banking 
or investment profit. It is a gross 
error to attempt to make comparisons 
between profits and taxes, because 
nearly every insurance rate carries 
the taxes in the form of a special 
loading. May I make my position 
clear—If we are to give relief in this 
matter it should not be with the idea 


of making profit greater, but with 
the idea of making costs less. 


HE ultimate consumer is the 

man who really pays. There is 
a virtual hidden tax on every com- 
modity that we use in the nation, and 
this has been so since the beginning 
of time. If this nation were to go 
backward to the state where each of 
us produced everything that he 
needed, then the burden of taxation 
would be much less. But so long as 
we are inter-dependent communities 
and so long as various services are be- 
ing rendered to business and to the 
individual, we must realize that tax- 
ation is an unpopular but necessary 
evil. 

How can we simplify payment? 
Fundamentally only the state has the 
right to levy taxes upon the insurance 
business, but today we find by the 
acceptance of the amendment of the 
Constitution authorizing the Federal 
Income Tax Law that part of that 
power has been delegated to the Fed- 
eral Government by the majority of 
the states. Furthermore, in some 
twenty states, part of the taxing 
power has been delegated to the coun- 
ties and municipalities within their 
borders. Hence, we find the Federal 
Government, states, counties and mu- 
nicipalities — four agencies taxing 
companies. There is much unneces- 
sary duplication of tax, and in some 
cases the amount is so high as to be- 
come burdensome upon the company 
and eventually the policyholder. 


It is my belief that the question of 
the Federal Government imposing 
general taxes upon income is beyond 
the scope of our inquiry and author- 
ity unless special discriminatory tax- 
ation is placed upon our companies. 


However, I do believe that the 





June, 1936—17 


states should take back to themselves 
the right of taxing within borders 
of their own states and if it becomes 
necessary, because of financial rea- 
sons, to pass certain taxes back to the 
municipalities and counties, they can 
do so by having the state itself collect 
all taxes on the business and the right 
to do business and let the state itself 
be the licensing power, making such 
proportionate contributions to the 
subdivisions within the state as it 
deems necessary by the financial 
situation of the municipalities in that 
particular state. In other words we 
need a simplification of the taxing 
authority. If we cannot reduce the 
actual tax, we can at least attempt to 
reduce the tremendous cost of collect- 
ing the tax, 

Insurance companies operating in 
some of our states are forced to pre- 
pare hundreds of overlapping tax 
returns, and in many instances the 
cost of preparing the return is greater 
than the amount of the tax. Briefly, 
the process should be this,—the col- 
lection of all necessary county and 
municipal taxes by a single formula 
given out by the state itself and a 
distribution by the state to the other 
subdivisions as such subdivisions may 
deserve or as may be decided by the 
Legislatures of the different states. 

Personally, I believe that the muni- 
cipalities would fare better financially 
under this system than under the 
present one. 


ee @ @ 

AXES upon the agent and the 

agency and their right to do 
business to my mind, are regulatory 
provisions and should be confined 
mainly to a standard fee for the right 
to do business. The amount should 
be nominal and a mere recognition 
of the fact that the state is the super- 
vising official and that this particular 
business is allowed to exist not by 
right but by privilege. 

No state should ever fix high fees 
either for the purpose of raising reve- 
nue or to satisfy a group of selfish 
persons who wish to reserve the busi- 
ness to limited groups. On the other 
hand, if a state feels that it is neces- 
sary to tax the volume of business 
that an agency does, then the standard 
method of income tax upon net profit 
should be used, and no greater tax 
should be placed upon the profits of 
an insurance agent than is placed 
upon the profits of any other business 
in the state. 

No one denies the right of the state 
to tax the companies, and no one can 
deny that companies receive some re- 
turn for their money. The franchise 
for doing the insurance business is 





18—June, 1936 


a valuable one. The state by its su- 
pervision protects the company from 
competition that destroys, permits a 
sort of price agreement, and creates 
in the policyholder a feeling of confi- 
dence and security toward the carrier. 
The taxation is not unjustifiable, but 
the bases of taxation are so varied 
and complicated that hundreds of 
companies file incorrect returns, not 
necessarily through bad faith, but on 
account of the fact that no human 
agency could ever interpret accurately 
some of the laws that varying legisla- 
tures have imposed upon the insur- 
ance companies. 

If we are to simplify the process 
of taxation, we should simplify the 
bases. The question of the amount 
of revenue to be raised and the dis- 
tribution of that revenue is one for 
each sovereign state to decide. There 
are four justifiable bases of taxation. 
These four are sufficient to provide 
revenue for any state or subdivision. 
Fach basis serves a particular pur- 
pose, and the amount of revenue 
raised should be confined to that 
purpose. 

ee @ @ 


AY I suggest for your consid- 

eration a tax upon net direct 
business as a proper basis? In other 
words, let us use this formula: 

DIRECT PREMIUM minus RETURN 
PREMIUMS minus CANCELLATIONS 
equals NET TAXABLE PREMIUM, 

Why do we exclude reinsurance? 
Because of the necessity of simplify- 
ing the process. Net direct premium 
volume would give to every state its 
proper tax from one of the original 
parties to the contract. We would 
eliminate the necessity of this con- 
stant checking and rechecking of 
company records with its consequent 
expense. Companies ceding insurance 
could and should retain that incre- 
ment of the premium which repre- 
sents the tax paid by the policyholder. 
This tax is usually included in the 
premium loading, and should be paid 
direct without the necessity of fol- 
lowing it through the books of 
several companies. The effect would 
be the same—not one cent of tax 
would be lost to the states. However, 
a lot of time and expense of collec- 
tion would be saved. Reports of 
ceding companies rarely agree with 
the reports of accepting companies. 
Companies with different fiscal years 
or annual bases cause considerable 
confusion. We could save thousands 
of dollars annually by simplifying 
this basis. 

Now as to floater policies with no 
definite situs.—I confess that I can- 
not offer the complete solution. How- 
ever, I do feel that this Association 
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is competent to fix a sound, reason- 
able and proper basis of allocation. 
Taxes on these policies ought to be 
paid somewhere. Let us study this 
situation and adopt a standard meth- 
od of allocation—then when a tax 
is not paid, we know that it is avoided 
with willful intent. 


STATE TAXES 


Excerpts From 
Second Address on This Subject 
at the St. Paul Convention 


By E. A. SMITH 


COMMISSIONER OF INSURANCE 
STATI OF UTAH 


STUDY of the tax situation in 
the various states reveals at 


least one thing that might be 
termed uniform practice. Most states 
tax on premium return and not on 
net income. The tax return varies 
from one to three per cent. Without 
going into complicated mathematics, 
I should fix the average tax rate on 
premiums for all the states at 2.13 
per cent. Twenty-one states have a 
different factor for taxing domestic 
and foreign companies. The general 
scheme is to tax on gross premium 
return, less dividends, less return 
premiums, and less reinsurance. The 
following exceptions to this general 
rule are found and are mostly in the 
case of domestic companies. Ala- 
bama taxes on gross premiums, less 
return premiums and real estate 
mortgages held in the state. Maine 
taxes on surplus minus value of 
Maine real estate. Nevada allows 
an offset from the gross premium 
tax for county and municipal real 
estate taxes and annual license fees. 
Virginia imposes an additional tax 
on life premiums for the support of 
the Bureau of Banking and Insur- 
ance, and collects on net receipts for 
fire premiums. Wisconsin bases its 
tax on gross income less interest to 
maintain reserves, on income from 
taxable real estate and on premiums 
collected on insurance policies and 
annuities. Foreign companies pay 
gross premiums less prescribed divi- 
dends. Delaware collects a yearly 
tax of $100.00 from domestic fire 
companies. Kentucky collects a 
franchise tax for the state and 
a local tax for town, county, city, 
and taxing district where the fran- 
chise is exercised. Nebraska taxes 
fire companies on premiums by 
county, town, city, village, and school 
district. New Hampshire taxes fire 
companies on paid up capital. South 
Carolina taxes fire companies on real 
and personal property. Some states 
reduce their rate of premium tax 
ranging from three-fourths of one 


per cent to one per cent, if from 
one-half to one-fourth of the assets 
of the company are invested within 
the state. Two states have no fixed 
rate of taxation, but rely on retalia- 
tory provisions of their. law for tax 
income. Twenty-one states collect a 
fire marshals tax and in two states 
the rate of taxation for domestic com- 
panies is higher than that for foreign 
companies. I shall not burden you 
further with statistics, but after re- 
viewing the different methods of 
taxation, the saying of St. James 
comes to my mind. “Thou hast the 
faith and I have the works.” And 
I might add that they have been giv- 
ing us the “works” ever since. 


N article has come to my atten- 

tion which indicates that insur- 
ance companies pay a tax of 37 per 
cent on net income. The conclusion is 
reached in this manner. In 1934 the 
premium income of all legal reserve 
life insurance companies was $4,786,- 
000,000.00. During the year the 
disbursements of these companies 
amounted to $3,662,000,000.00 and in 
addition these same companies were 
required to set up reserves amount- 
ing to $953,000,000.00, making a total 
of disbursements and reserves for 
that year of $4,615,000,000.00. Sub- 
tracting this amount from the total 
premium return, we have the sum of 
$171,000,000.00. This amount was 
termed by the writer of the article 
as net income. Whether or not this 
is the correct method of arriving at 
net income I shall not say, but at 
least it is one method. For the year 
in question, the companies paid a 
tax of $64,000,000.00, which equals 
37 per cent of the net income. If this 
line of reasoning is correct, it would 
appear that insurance companies are 
bearing considerably more than their 
share of the tax burden. 

Surely some system can be devel- 
oped whereby a company might be 
taxed justly and equitably. A tax on 
net income would appear to be the 
most reasonable one. At least state 
laws could be enacted whereby the 
tax on premium returns would be 
such as to represent each state's in- 
terest in the net income of the com- 
pany. At the same time I realize that 
we can easily find ourselves in deep 
water when it comes to fixing just 
what constitutes net income. The 
true net income of an insurance com- 
pany could be determined by the same 
methods of fixing net income of any 
other corporation and should be 
handled as a simple matter of ac- 
counting. Each state might fix its 


ratio of premiums collected in that 
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state to the total premium return of 
the company. The total net income of 
the company multiplied by the above- 
mentioned ratio would give the 
amount taxable. 


FEEL that the solution to the 

problem as to whether or not in- 
surance companies are paying more 
than their share of taxes lies with 
the insurance companies themselves. 
The effort should be made by the 
companies to determine the amount 
of tax that would be paid by them 
provided the same method of taxa- 
tion were used in their case as is 
used in fixing the amount of corpo- 
ration tax of other concerns. This 
figure could be reached by an honest 
determination of the net income of 
insurance companies along compar- 
able lines as it is fixed by other cor- 
porations. After the net income has 
been found, the rate fixed by the 
several states in the matter of corpo- 
ration taxes could be applied. Then 
it would be definitely known whether 
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or not insurance companies are being 
penalized under the present system 
of taxation. With this information 
at hand a frank presentation of the 
situation should be made to the tax- 
collecting agencies of the several 
states and ultimately to the state legis- 
lature. Such a presentation could be 
productive of nothing but good. 


Certainly definite steps should be 
taken towards making the tax situ- 
ation uniform as regards the several 
states. As the situation now is some 
states seem to be pitted against others 
in an effort to see just how much 
money can be extracted from insur- 
ance companies. In my opinion the 
retaliatory laws now existing on the 
statute books of several of our states 
are vicious. Inasmuch as the opera- 
tions of most insurance companies 
are nationwide, the tax laws of the 
different states should approach uni- 
formity as.nearly as possible. This 
is a subject that should engage the 
serious consideration of every insur- 
ance commissioner. 


INVESTMENT TRENDS 
OF INSURANCE COMPANIES 


Excerpts from a Symposium of Four Addresses 


on This Subject, the First of Which Is By 
JOHN C. BLACKALL 


COMMISSIONER OF INSURANCE 
STATE OF CONNECTICUT 


STOCKS AND BONDS 


HAT is a sound investment 
and what should be paid for 
the use of money ? 

The philosoplier faced with this in- 
quiry might ask what has been paid 
for the use of money, and reading 
back over the history of society he 
might be surprised to learn that the 
moral teachings of the Jewish leaders 
under the old law and the Christian 
leaders in the early centuries of 
Christianity looked askance at pay- 
ment for the use of money at all. 
Usury which was once synonymous 
with interest is a translation of the 
Hebrew word neshek, meaning liter- 
ally a bite from its painfulness to the 
debtor. And the Talmud has often 
indicated that he who has taken in- 
terest is not leading a righteous life. 

Later, as Maimonides has indicated, 
the payment of money for the use of 
money, particularly if the use was a 
constructive use, was not only toler- 
ated and permitted, but considered 
morally correct. In the early Chris- 


tian days the borrower seldom bor- 
rowed unless he borrowed of neces- 
sity and the Christian writers were 
against the taking of interest, but 
the social growth of peoples and the 
increase in the complications sur- 
rounding the economic _ structure 
brought on the approval from the 
Church of the taking of interest for 
the use of money, particularly if it 
was to be put to a useful purpose. 
The theory leading to this change 
evidently is based on the proposition 
that the man who lent money was 
himself deprived of the use of it for 
the period of time that the debtor 
had it. So fast has the world moved 
that the conservative State of Con- 
necticut, a few years back, passed a 
law permitting industrial loans not 
exceeding $300 at a rate of interest 
of 34% a month or 42% a year, 
and this was looked upon as construc- 
tive social legislation after the Rus- 
sell Sage Foundation Investigation 
had determined that the small bor- 
rower was paying much more than 
that for his funds. 
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T will, therefore, be seen that to 

strike a happy and conservative 
channel in between these two widely 
divergent lines is not a simple task. 
As applied to the operations of in- 
surance companies, it must be re- 
membered also that the lenders in the 
earlier days were generally lending 
their own money and the transaction 
was a direct and an immediate one. 
But the idea of trusteeship has been 
so firmly impressed on the adminis- 
tration of insurance funds, that 
to-day the executives of insurance 
companies do not feel in their invest- 
ment policies that they are lending 
out funds that are in fact their own, 
but are attempting to turn to pro- 
ductive and safe use the funds over 
which they are trustees and stewards. 

The splendid record of the insur- 
ance companies during the recent 
great depression should be a source 
of pride to every insurance man, re- 
flecting credit as it does on both the 
management and supervision of our 
great business. Probably fewer com- 
panies failed or were embarrassed 
than was the case in any other major 
business or industry. Upon review- 
ing the history of the few failures 
worthy of mention which did occur, 
it seems to me that practically every 
one could have been averted had the 
correct relationship been maintained 
between the underwriting and invest- 
ment departments of the business. If 
the depression has taught insurance 
men anything, it is the folly of seek- 
ing volume at the expense of qual- 
ity—of counting upon investment 
appreciation to offset underwriting 
losses on carelessly selected business. 


ODAY one finds unmistakable 
‘ea that those intrusted with 
insurance company management fully 
appreciate this lesson and that the 
investment side of the business is 
resuming its normal function, which 
is that of a safe repository for the 
company’s reserve, capital and sur- 
plus funds. This is not to say that 
the yield on investments and _ possi- 
bilities of appreciation should be ne- 
glected. However, the basic require- 
ments are safety of principal and 
regularity not size of income. 

How important is this matter of 
investment policy may be appreciated 
by considering the size of the com- 
bined assets of all insurance com- 
panies in this country. While the 
records are not complete, a fair ap- 
proximation can be obtained by tak- 
ing the 1,032 life, fire and casualty 
companies listed in the Spectator 
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Year Book at the end of 1934. The 
results are as follows: 


Aggregate Assets, December 31, 1934 
Total Admitted 


Type Number Assets Percentage 
ae vine catsiat 313 $21,843,793,869 82.2 
a, Sree 460 2,208,362,881 8.3 
Casualty ...259 2,510,767,258 9.5 


Totals..1,032 $26,562,924,008 100.0 
(Mr. Blackall next went specifi- 
cally into the investment problems ot 
life insurance companies.—Editor ) 
ee @ ®@ 
HE investment problems of fire 
and casualty companies are less 
complex than those of life companies. 
Particularly in the case of fire com- 
panies, the need for liquidity is such 
that mortgage loans and real estate 
are practically out of the investment 
picture. The following shows the 
respective percentages of the various 
types of assets held in recent years 
by all fire and casualty companies 
licensed in Connecticut: 


Fire Companies 


End of Real All 

Year Bonds Stocks Cash Mtgs. Estate Other 
1925 51.70 25.08 6.91 3.92 2.10 10.29 
1930 42.55 39.15 5.78 2.95 1.93 7.64 
1935 41.84 39.88 7.42 1.92 3.11 5.83 

Casualty Companies 

1924 59.31 10.07 680 4.70 4.25 14.87 
1929 49.64 23.38 683 4.38 3.45 12.32 
1934* 54.68 18.91 7.35 2.36 4.73 11.97 


The above table shows that the 
proportion of assets invested in bonds 
has declined somewhat during the 
last ten years, while holdings of 
stocks have become relatively more 


substantial notwithstanding the 
shrinkage in market values since 
1929. An analysis which I have 


made of the income trend of bond 
and stock investments of ten leading 
fire companies shows the following 
results, yields being expressed as per- 
centages of book value: 


Percent. Yieldon Yieldon Yieldon 
U.S. U. Other Total Yieldon 
Year Govt. Govts. Bonds Bonds Stocks 
1925 25.62 3.89 4.35 423 5.23 
1930 15.08 3.28 5.47 5.14 5.34 
1935 21.53 2.70 4.79 4.34 3.93 
ee @ @ 
HEN it is considered that the 


Standard Statistics’ average for 
sixty bonds of good grade from 1919 
to 1934, distributed equally between 
municipals, railroads, public utilities 
and industrials, yielded 5% on the 
average market price during that 
period, and that the same bonds to- 
day are producing an average yield 
of but 3.94% on the same basis, the 
above table indicates that up to the 
present time the return on the general 
bond lists of the companies in ques- 
tion has compared favorably with the 
returns shown by the general bond 
averages. 
The indications are, however, that 
the present declining trend in bond 


* 1935 figures not yet available. 
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yields will continue for some time 
to come. [xisting issues are being 


steadily refunded at lower returns. 
Governments, a constantly increasing 
item in the portfolios, are at the low- 
est yield on record and good muni- 
cipals are in the same class. Up to 
last year many fire companies have 
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been forced to invest a portion of 
their funds in subsidiaries. This 
necessity is apparently over and the 
funds heretofore going into subsidi- 
aries will try to find their way into 
regular investment’ channels. The 
stock holdings of fire companies as 
a whole are as large as they should 
be and the experience of some com- 
panies which did not properly diver- 
sify their portfolios but specialized 
in stocks has probably not as yet been 
forgotten. This leaves the bond mar- 
ket as practically the only remaining 
avenue for investment of funds and 
here we find a market which has 
practically reached an all-time peak 
in price and a record low in yield. 
It is evident that these insurance 
companies must continue to exercise 
care in their underwriting, as invest- 
ment income may be sufficiently 
taxed to offset losses due to depre- 
ciation of portfolio and should not 
be expected to absorb underwriting 
losses as well. In fact, good under- 
writing is about the best investment 
a company can make under present 
conditions. 





I‘ EW words about recent trends 

in asset valuation may not be 
inappropriate. The use of Conven- 
tion values has been thoroughly justi- 
fied by the splendid manner in which 
the business survived the depression. 
The fact that security valuations are 
now back at actual market, practi- 
cally speaking, affords impressive 
evidence of economic recovery. 

It will be recalled that the proposal 
to permit the insurance companies to 
use average values in their annual 
statements met with objection in 
some quarters. The principal argu- 
ment advanced in favor of the change 
was that the stock quotations then 
prevailing were far below the real 
value of most of the securities and 
that by striking an average over a 
period of time figures approaching 
the “intrinsic” values would be ob 
tained. The principal objection made 
to the proposal was that a stock was 
only worth what is could bring in 
the open market and that the use of 
average values would not show the 
real condition of a company. 

The arguments pro and con now 
have only an academic interest. The 
National Convention of Insurance 
Commissioners voted to permit the 
companies to use average values and 
the decision had far-reaching effect. 
It was unable to save some companies 
that had already been weakened too 
much, but it undoubtedly enabled 
many companies that were technical- 
ly insolvent to pass through the crisis. 

The present investment situation 
may hold an element of danger in 
that companies seeking a larger in- 
vestment income may sacrifice sound- 
ness of principal for greater yield. 
There is a temptation to dispose of 
high-grade securities affording a small 
return and buy securities of a specu 
lative character providing a higher 
yield. While such a policy would be 
understandable it would be decidedly 
unfortunate. The depression has 
taught the public that a conservative 
investment policy is the safest and 
best in the long run. There is every 
reason to believe that the companies 
have profited by this lesson. 

e @ ®@ 
HE investments of the insurance 
companies have been an impor- 
tant factor in the growth and de 
velopment of our country. The 
companies have a vital stake in the 
industries of the nation toward whose 
rise they have contributed so much. 
As the country grows and as old 
industries expand and new industries 
arise, the insurance companies, ever 
ready to invest their funds in worth 
while enterprises that promote the 
advancement and betterment of the 
country, will not be found wanting 

and will do their share. 
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MORTGAGES AND REAL 
ESTATE 


Excerpts From 


Second Address in Symposium 
on Investments 


By ROBERT L. BOWEN 
SUPERINTENDENT OF INSURANCE 
STATE OF OHIO 

NOON after my appointment as 

S Superintendent of Insurance 

of the State of Ohio, I made a 
visit to several insurance depart- 
ments of the Eastern States to in- 
vestigate their operations and to 
see where the Ohio Department 
might be improved upon. 

| learned that within the past 
two or three years the New York 
legislature made it possible for the 
Superintendent of Insurance of 
New York to establish a Real Es- 
tate Bureau. The object of this 
bureau was to be of assistance to 
all the insurance companies in the 
State of New York in properly val- 
uing their real estate and first 
mortgage loans. 

In a modified form we, in Ohio, 
are emulating New York State in 
this worthy service. Insurance com- 
panies pay into the State Treasury 
of Ohio approximately six million 
dollars a year in premium taxes 
and fees. As Superintendent of 
Insurance of Ohio I feel that not 
only is the public entitled to the 
utmost in assurance of the,solvency 
of every company doing business 
in Ohio, but that the insurance 
companies themselves are entitled 
to a reasonable amount of help and 
sympathetic co-operation from the 
Division of Insurance to the end 
that the huge funds held in trust 
by insurance companies shall be 
administered wisely and safely for 
the protection of the million. of 
policyholders in the State of Ohio. 

e @ ® 
URSUANT to specific require- 

ments of Ohio Laws, the Divi- 
sion of Insurance employs expert 
Examiners who make annual ex- 
aminations of all domestic life 
insurance companies. These ex- 
aminations are reviewed by the 
Chief Examiner and the Superin- 
tendent to make certain that all in- 
vestments have been made strictly 
in accordance with the require- 
ments of the Ohio Laws and that 
they are being carried on the books 
of the company at safe values. I 
found that no one in the Division 
of Insurance was capable of prop- 
erly evaluating real estate and first 
mortgage loans. They did not know 
the meaning of “fair market value.” 
They knew little or nothing about 
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replacement values or economic 
values ; they knew practically noth- 
ing about the relative safety and 
return of single purpose build- 
ings, church properties, apartment 
houses, hotels, single houses, etc. 
They knew little about how to fig- 
ure the proper rent allowable to be 
charged as rent in the case of 
home office properties. The ques- 
tion of depreciation, of holding 
companies, and a dozen related 
questions, including the question 
of appraisals, when and how often 
to appraise, of leaseholds, ground 
rentals, etc. is beyond the depth of 
men not expert in real estate. To 
the contrary, in checking the list 
of bonds and stocks owned by in- 
surance companies authoritative 
services may be had such as 
Moody’s, Standard Statistics, and 
others, which will give fairly close 
valuations and current information 
for determining same. Therefore, 
in the very fluctuating value of 
real estate this should conclusively 
indicate the need for experts to be 
employed by the companies and 
also by Departments of Insurance, 
the latter for the purpose of re- 
viewing the appraisals and the ap- 
praisers. As some member of the 
Ohio Insurance Department has 
put it, “Appraising the appraisal 
and the appraiser but not to do the 
actual appraising.” 

We in Ohio, therefore, employed 
a Farm Real Estate Expert to in- 
spect and survey farm properties 
owned by or mortgaged to insur- 
ance companies. This expert. is 
familiar with soil, with crop rota- 
tion, with the transportation facili- 
ties, and with all the other various 
factors that enter into the value 
of farm lands. He visits the va- 
rious farms with the representa- 
tive of the insurance company in 
charge of loans and real estate. 
Because of his wide knowledge and 
continuous study of farm condi- 
tions, his suggestions have proven 
valuable to the managers of the 
farm real estate departments and 
also the officials of the companies. 
We also employ a city real estate 
expert. 

ee @ ® 


T is not our idea that a detailed 

study need be made every year 
of our Ohio companies; perhaps 
once in three or five years would 
be sufficient for our real estate bu- 
reau to carefully examine the ap- 
praisers and the appraisals made 
by these companies. Rather, it is 
my thought to lock the barn door 
before the horse is stolen, by the 
building up of a file of valuable 
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information of the various farming 
sections and cities of Ohio which 
would be valuable to all of the 225 
Ohio companies, at all times. 

I heartily recommend to all Com- 
missioners the establishment of a 
Real Estate Bureau. It will work 
not only to the benefit of the ex- 
amining divisions of their depart- 
ments but also to the advantage 
of the companies domiciled in their 
respective states. If we can be of 
any service in outlining in more 
detail what we have done in Ohio, 
feel free to write me. One final 
word of caution. Do not employ a 
man of mediocre ability for he will 
do more harm than good. 


MORTGAGES AND REAL 
ESTATE 


Excerpts From 


Third Address in Symposium 
on Investments 


By RAYMOND T. CRAGIN 


OHIO INSURANCE DEPARTMENT 


ABULATIONS of Life In- 

surance Company assets as 

made by L. Wyeth Pope and 
covering the 68 companies with 
100 million or more of insurance in 
force show that of total assets of 
over 23 billion dollars, 7 billions or 
30.15 per cent are in real estate and 
mortgages, and of that about 2 bil- 
lions are in real estate and 5 bil- 
lions in mortgages. These amounts 
are without adjustment for other 
items not appearing in the face of 
the statements such as delinquent 
interest, taxes paid or advanced, 
ownership in affiliate or subsidi- 
ary companies, or for the large 
amounts of H.O.L.C. bonds ac- 
cepted in settlement. 

The real estate and mortgages 
which total over 7 billion dollars 
are 30.15 per cent of all assets and 
are slightly less than six (6) times 
the combined capital, surplus, and 
contingency reserves which total 
just under 13/10 billion. The re- 
ported real estate alone exceeds 
the total of capital, surplus, and 
contingency reserves by 615 mil- 
lion dollars, or 48 per cent. 

These percentages do not, how- 
ever, reflect the situations found in 
individual companies, for within 
those upon that list and without 
respect to the many smaller com- 
panies, the combined real estate 
and mortgage accounts range from 
2 per cent to 61 per cent of all 
assets; and I know of smaller com- 
panies where the ratio is even 
higher. And there is similar range 
in the proportions of real estate or 
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mortgages taken by themselves. 
As the abnormally high ownership 
of real estate resulting from fore- 
closure usually indicates weak con- 
duct of the mortgage department, 
we might well look at the range 
in that subject and we find that 
real estate in the companies listed 
ranges from 1.25 per cent to 27.25 
per cent of total assets; and we 
also find an equally spectacular 
range in the amount of real estate 
in proportion to the amount of 
mortgages. 
ee @ @ 


HE first point is that real es- 

tate and mortgages are such a 
substantial part of the assets of 
the average company, measured 
either against the total or against 
the surplus, that without having 
an accurate picture of their worth, 
neither the company nor the state 
departments can possibly have an 
accurate picture of the solvency of 
the company. 

So I came to the opinion that 
Superintendent Bowen was quite 
correct in his belief that in the ful- 
fillment of his duties he was ob- 
liged to give as much attention to 
real estate and mortgages — and 
particularly real estate — as the 
department originally gave to other 
assets of the companies, and that 
if the established procedures and 
personnel did not equip his depart- 
ment for it then he had the duty 
and obligation to develop suitable 
equipment, personnel and _ proce- 
dure. 
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I HAD not gone far in the first 
company sent to me for review 
before I discovered that in almost 
any company the appraiser could 
appraise it out of business. 

Now the problems were these: 
Upon the one hand the definite 
responsibility of the department is 
to see that the companies are sol- 


vent and that their statements 
properly reflect their degree of 


solvency, and the natural instinct 
of a person having that responsi- 
bility is to be conservative; but 
upon the other hand every com- 
pany reflects the life work of one 
or more men who have given their 
lives to the accumulation of re- 
serves for the protection of policy- 
holders and whose efforts are not 
to be treated lightly, and who in 
the main have reputations they 
guard as jealously as they do their 
reserves. And coupled with this is 
the fact that the business world, 
indeed the political and_ social 
world, and therefore the elements 
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which determine the value of prop- 
erty, are all in a state of flux, per- 
sonal judgments are uncertain, and 
we are having to make new rules 
each day to govern old things. So 
the problem developed into how 
we could devise ways of determin- 
ing values uniformly defined which 
would reflect safety to the policy- 
holders and fairness to the man- 
agements. 
ee @ @ 


ND the third point was that 
with respect to the safety of 
policyholders we were or should 
be as much interested in what the 
companies are doing, or propose to 
do with these properties as we are 
in what they are apparently worth; 
for they are not assets because the 
company has them, but because it can 
turn them into cash, and how much 
cash depends upon how this is done. 
Now as to how we go about it. 
First, we had to devise a term or 
definition of Market Value which 
would suit the purpose without 
prejudicing the companies by en- 
couraging the use of quick sale or 
force sale figures, and yet not get 
involved with theories by different 
people as to what is going to hap- 
pen to the market at some future 
date. * * * So we devised this defi- 
nition, “What a_ willing buyer 
would pay a willing seller upon 
terms usual for property of this 
type and locality, allowing a rea- 
sonable time for a good marketing 

effort.” 

ee @ @ 


L¢ JU will note that this permits 
the appraiser to gauge, accord- 
ing to his judgment, the length of 
marketing period required for each 
particular property, such periods 
differing with types’of property, 
location, and market conditions. 
It takes longer to sell an office 
building than a house, and it takes 
longer to sell a house these days 
than it used to, and the same house 
will sell faster in one section of a 
city than another, and the market 
conditions differ between cities. 
We encourage the appraiser to 
use his judgment in such matters. 
That is what he is employed for. 
He is expected to have expert judg- 
ment upon all matters which enter 
into the valuation of the particular 
property. 

We do not believe in quick, short 
form or snap judgment appraisals. 
They are too frequently mislead- 
ing to the companies and to the 
department. In fact, much of the 
foreclosure trouble of companies 
can be traced to inadequate and 





hasty appraisals at the time of the 
original loan. Unless the appraisal 
is to be a true study of the prop- 
erty and its value there is no rea- 
son for having it. It should be con 
sidered in the same way as an 
audit. It is an audit of condition 
and value. We have noticed that 
those companies which want quick, 
cheap, sloppy appraisals are the 
ones which had to foreclose the 
most property. They save a few 
dollars per appraisal and lose a 
few thousand dollars on the same 
property when they have to take 
it over. 

The mortgages are classified and 
all with interest more than one 
year delinquent or with principal 
not reduced 20 per cent, or about 
which there is other indication of 
questionable soundness, are ap- 
praised. If the appraisal exceeds 
the mortgage plus delinquent in- 
terest, then in view of present mar- 
ket conditions they are considered 
sound. If the appraisal is less, then 
a reserve is created accordingly. 


E are started upon an up 

trend in realty affairs, but 
that does not put an end to the 
problems of the companies. An up- 
ward market will encourage some 
of them to hold on to their prop- 
erties, but they may hang on too 
long. They did not acquire them 
purposely but each property repre- 
sents a mistake in judgment by 
someone. They may be mistaken 
again. In many cases the mistakes 
were those of the borrowers but 
they were mistakes just the same. 
Insurance companies are not sup- 
posed to be in the real estate busi- 
ness, and though as a realtor I like 
to see the business encouraged, | 
do not want to see it happen that 
way. A mortgage lender is a 
lender and not an owner, and the 
more he owns the less a lender he 
becomes; the more he has to fore 
close, the poorer a lender he is. One 
of the worst things that can happen 
to some companies will be to make 
money on their real estate, for then 
they are going to think they are very 
smart dealers, when as a matter of 
fact they got the property because 
they were not so smart in their lend- 
ing and it is only their good fortune 
that the tide turned in time. When 


an insurance president tells me that 
he is going to sit tight because infla- 
tion will make his dead assets good, 
I wonder whether he ought to be in 
the business. 

Amortization is a great protec- 
tion to both borrower and lender, 














and failure to insist upon it reflects 
either laziness or gambling upon 
the part of either or both the lender 
and borrower. We understand that 
better now than we did ten or 
more years ago, but certainly we 
ought to benefit from our better 
knowledge. And in the selection of 
loans the greatest weakness has 
been in poor and inadequate ap- 
praisals, in which the greatest mis- 
take has been in confusing repro- 
duction value with the economic 
or market value. When you are 
loaning money it makes little dif- 
ference what something costs but 
the important thing is what it will 
bring. An old illustration is that 
an office building in the middle of 
the desert will cost more to build 
than in the center of a large city, 
but it won’t bring a dime in income 
or at sale. 
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N appraisal is an accounting of 

value, and the appraiser is 
presumed to make an account of 
all the elements that enter into the 
value of a specific property, and 
then to formulate a precise, accu- 
rate, and fair opinion, which he 
certifies and it becomes part of the 
accounts of the Company. The ac- 
countant has various books and ac- 
counts to base his work upon. The 
appraiser has to discover and an- 
alyze the elements which make up 
his accounts. They include transit, 
shifting population, changing liv- 
ing habits of people, changing buy- 
ing power due to employment, 
thrift, and sometimes the current 
effects of outside competition such 
as the slowing down in the pur- 
chase of homes during the time 
when people were adjusting them- 
selves to the purchase of automo- 
biles, which two items are the 
largest single investments. or 
expenditures made out of the 
ordinary domestic budget. The 
creation, elimination, or alteration 
of transportation, and even alter- 
ing the rates of fare, change the 
desirability of residential neigh- 
borhoods, as do construction of 
churches, schools, and parks. The 
establishment of a large industry 
may create a new demand for one 
kind of residence, but due to noise 
and smoke diminish the demand 
for a better type of home; and the 
changing character of residential 
districts have their effect upon the 
commercial sections patronized by 
the people who occupy the resi- 
dential area. 
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MORTGAGES AND REAL 
ESTATE 


Excerpts from 
Fourth Address in Symposium 
on Investments 


By JOHN SPEIDEL 
DEPUTY INSURANCE 
COMMISSIONER OF IOWA 

STUDY of the mortgage 

loans of the forty-nine life 

companies that report to 
The Association of Life Insurance 
Presidents* and whose assets 
amount to 92 per cent of all life 
company assets, reveals a sharp 
shrinkage in these loans following 
the year 1931. Total mortgages 
reached a peak in that year of $7,- 
088,978,000, though by then farm 
mortgages had declined slowly, in 
the amount of $150,000,000 during 
the previous four years. During the 
following four years, 1932 to 1935, 
inclusive, farm mortgages shrunk 
50 per cent or $900,000,000. At the 
same time other mortgages de- 
clined in the amount of $1,340,000, 
000, or approximately 25 per cent of 
the 1931 total. Of a total shrinkage 
of two and one-fourth billion dol- 
lars in mortgages during the past 
four years, as was to be expected, 
nearly two-thirds of the amount 
showed up in increased holdings 
of real estate. This decline in mort- 
gages caused these securities to 
yield first place to bonds in total 
life company assets in the year 
1933 for the first time in ten years. 
Since 1933 this decline has been so 
precipitous that companies now 
have two dollars invested in bonds 
for every dollar lent on mortgages. 
Also these same companies now 
own close to two billion dollars of 
real estate, almost four times as 
much as they held December 31, 
1931; and of this real estate one- 
third is rural and two-thirds is 
urban. 

It has been in the Upper Missis- 
sippi River valley, that area com- 
monly known as the Middle West 
and sometimes referred to as the 
“bread basket” of the nation, that 
the bulk of insurance money has 
been loaned on farm lands. 

e @ @ 
N this connection it may not be 
amiss to remark that the last 
decade has surely taught all think- 
ing people that there can no longer 
be prosperity in the United States 
unless those who till the soil re- 
ceive their fair share of the na- 
tional income. Just as industry and 





* Taken from reports of The Association of Life 
Insurance Presidents. 
numbers. 


Some figures quoted in round 
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commerce have passed from that 
pioneer stage wherein monopolies 
were sought as the ideal way to 
insure a profit to the modern idea 
of greater consumption encouraged 
by quality goods at a moderate 
price, so agriculture since the 
World War has undergone a com- 
plete change. Not high prices, but 
moderate prices and a program of 
balanced production are absolutely 
essential for the welfare of the 
farmer and of the nation. No other 
group of our people were so pro- 
foundly affected by our change 
from a debtor to a creditor nation 
as the farmer. The shrinkage in 
our export trade was a_ severe 
blow to him. What he needs is a 
sensible national program, free 
from politics, for soil conservation 
and controlled production. There 
is no more national economy in low 
food prices than there is in low 
wages for labor. The producers in 
both groups must be given ade- 
quate remuneration if they are to 
buy the products of industry, in- 
vest in insurance, and do the many 
other things that keep the wheels 
of prosperity moving. 


HE after-war boom, far more 

than the depression, hurt the 
agricultural industry. In fact, I 
confidently believe had it not been 
for the former you would have 
heard very little of distress among 
farmers because of the depression. 
As a class these people can cope 
with hard times better than any 
other group. The real curse to 
twentieth century agriculture in 
the United States was this after- 
war “boom in land prices. Those 
who derive their income from the 
soil have everything to lose and 
nothing to gain from high land 
values. The latter are an excuse 
to raise taxes, they make the ac- 
quisition of land more difficult, 
lead to more tenancy, and increase 
the overhead cost of production. 
Therefore, in the end both pro- 
ducer and consumer lose and for- 
eign competition is invited. But at 
a moderate price level there is no 
safer investment to be had than 
good farm land and the security 
of the latter for a loan cannot be 
excelled. 

I am no prophet, but surely the 
future of this industry is promis- 
ing. Our nation is becoming con- 
scious that its food and clothing 
supply cannot be left to hazard; 
that the conservation of soil fertil- 
ity, our greatest natural resource, 
and some supervision over farm 
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production are absolutely neces- 
sary. Given an even chance on 
fertile soil agriculture always will 
succeed, and it appears fairly cer- 
tain that in the future farming is 
to be accorded recognition compar- 
able with industry and commerce. 

A failure to adequately safe 
guard their food supply has caused 
the downfall of more civilizations 
than all other factors combined. 
No matter what political group is 
in power it appears that we are no 
longer to neglect this national 
problem. The insurance business 
has too much at stake in this issue 
to not be vitally interested in the 
farmers’ position. The relation be- 
tween these two groups has been 
profitable to both in the past and 
can continue to be so in the future. 

On the present price level con- 
servative loans on good farm land 
are on a par for security with gov- 
ernment bonds. If the former are 
not good, one might well question 
the value of the latter. 


ee @ ® 
IVE or six years ago these 
holdings (farm lands in the 


hands of insurance . companies) 
were too small to merit discussion. 
Now they are great enough to be 
both a company problem and an 
agricultural problem. We should 
not lose sight of the fact that in- 
surance companies are organized 
to conduct an insurance business, 
not to operate farm lands. This is 
not said as a criticism of com- 
panies for the farm land they now 
hold. These holdings were ac- 
quired honestly, against their own 
desire, necessitated in order to pro- 
tect policyholders’ funds. The com- 
panies are to be highly commended 
for their programs in conserving 
the value of these investments 
through adequate repairs, neces- 
sary improvements, and the insti- 
tution of good farming methods. 
The treatment of former owners 
accorded under my _ observation 
has often been more liberal than 
the circumstances warranted. The 
companies should not be expected 
to assume any undue losses on 
these investments; and until the 
past year I grant there has been 
little opportunity to sell acquired 
farms except at considerable loss. 

Remember, it took a background 
of twenty-five years of fairly 
stable and slowly advancing prices 
of farm produce and farm lands to 
set the stage for the last land 
boom. Anything like this is totally 
absent today. If farm produce 
prices can be maintained at mod- 
erate levels, there will be some en- 
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hancement in the price of land. I 
want to warn, however, that it will 
require a national program for 
agriculture to prevent an over-pro- 
duction of corn that will send the 
price below 25 cents per bushel. 
This would mean disaster again. 
e @ ®@ 

UMMING up the whole situa- 
S tion, the farmer and his busi- 
On that 
However, he has 
weathered the depression with 
probably less casualties in his 
profession than have most com- 
mercial and industrial groups. His 
recuperative power as evidenced in 
the past year or two has been 
enormous. Some have painted the 
condition of his industry more 
dark than it deserved. For ex- 
ample, one-half of all farms in the 
United States are operated by own- 
ers and 60 per cent of these had 
no mortgage on their farms during 
the depression*. Furthermore, the 
total mortgage indebtedness of all 
owner-operated farms is only 24 
per cent of the total value of all 
farms in this group. Apparently 
the farming industry was not over- 
capitalized to the extent of most 
commercial lines. 

Insurance companies can well 
afford to contend for their share of 
the farm mortgage investment 
field. Concessions now on the in- 
terest rate are likely to yield good 
dividends in the future by quick- 
ening land sales, discouraging agi- 
tation for government financing, 
and aiding generally in the recovery 
which will aid the underwriting 
business of the companies. On this 
problem of farm mortgage lending 
the experience of the recent past 
should be a guide. Paradoxical as 
it may seem, a loan of 60 to 80 per 
cent of the fair value of a good 
farm is better secured than one of 
40 per cent of the value of a poor 


ness have been hard hit. 
all will agree. 





or mediocre farm. Nearly all losses 
on foreclosed properties in Iowa 
have pointed back to poor apprais- 
als as the cause. Even for taxation 
purposes nearly all poor land is 
over-assessed as compared to good 
land. It takes as many hours of 
labor and as much equipment to 
produce thirty bushels of corn on 
a poor acre as sixty bushels on a 
good acre, and the cost of fencing 
is the same. Manifestly with the 
same operating overhead the one 
is worth nowhere near one-half of 
the other, but is apt to be so priced 
or appraised. Practically all first 
grade farms sold by the companies 
during the past year have been 
sold at a profit over acquisition 
cost, while the majority of cheaper 
farms have had to be sold at a 
loss. Not only so, but the good 
farms yield a fair return on the 
investment while the poor farms 
yield almost no return. These lat- 
ter farms require constant and 
close supervision by the owner and 
a good livestock man for tenant, if 
a return on the investment is to be 
made. Such tenants are very dif- 
ficult to find and companies cannot 
afford the cost of such close super- 
vision. The character and ability 
of the farm owner should very 
largely govern the placing of a 
loan on second or third grade land. 
Also may all lenders borrow a leaf 
from the Federal Government plan 
on mortgages and require amor- 
tized payments on the principal 
and provide longer maturities on 
their farm loans. 


An indispensable asset of the in- 
surance business is public confi- 
dence and good will. Unless com- 
panies make an honest effort to 
divest themselves of depression- 
acquired real estate, farm lands in 
particular, the good will of the 
midwestern rural-minded people 
will be impaired seriously. 


OCCUPATIONAL DUST DISEASES 


Excerpts from Two Addresses on This Subject, 
the First Being 
By OWEN B. HUNT 


COMMISSIONER OF INSURANCE 
STATE OF PENNSYLVANIA 


F the problem of dust diseases is 

so difficult a one for large industry 

or for the institution of insurance 
to deal with, what must it be for the 
individual workman and his family ? 
We may have taken the attitude of 
* From Professor Gus Dyer of Vanderbilt Uni- 
versity. 


“or 


saying to him, “The load is too heavy 


for us, so you'll have to carry it.” 
But since the number of those af- 
fected is so large, and since the in- 
terests of the community as a whole 
are seriously affected, we would be 
rash to suppose that such an attitude 
will be tolerated indefinitely. 














.We are sometimes likely to forget, 
in Our preoccupation with the techni- 
cal details of insurance, that it is one 
of the most human institutions exist- 
ing. Behind our graphs and our rates 
there are always ultimately very ur- 
gent human needs. Insurance grows 
out of the necessity to find some 
measure of security by dividing the 
burden of the individual among the 
many. It must deal with vital, living 
problems as they arise. If it cannot 
devise means to promote security, 
other methods will be found. Human 
needs cannot be put aside and ig- 
nored for long. 

These needs shift and change and 
new needs develop. It is true that 
dust diseases have probably been 
known to some extent since the be- 
ginning of medical science, but as 
a widespread problem they are of 
very modern origin. Our life of to- 
day creates demands that lead to new 
industries, to new ways of conduct- 
ing older industries, and out of these 
developments come, among other 
things, these extensive dust hazards. 
So, to the workman whose health and 
life are endangered by dust, to his 
family, to the community that may, 
in an unsatisfactory and _ inefficient 
way, have to care for him and his 
dependents, we must offer something 
more than a sigh of regret that things 
are not as they used to be. 

It has been estimated that 1,200,000 
workers are exposed continually to 
serious dust hazards. The large num- 
ber of those affected is often offered 
as a reason for hesitation in dealing 
with the problem. To offer such a 
reason is, in effect, to say, “We can’t 
do anything about it because there 
are so many of them.” But the greater 
the number of people who are af- 
fected by a problem, the greater the 
need for prompt and satisfactory 
efforts at solution. 

Dust hazards are caused by a vari- 
ety of substances used in manufac- 
ture, or found in mining and other 
operations. Among these are asbes- 
tos, coal dust, talc, and silica. 

By far the largest group of work- 
ers exposed to any of these hazards 
are those in occupations where silica 
dust prevails. This dust is the cause 
of the disease identified as silicosis. 
Dust diseases of the respiratory tract 
have in general been included under 
the term pneumoconiosis. 

eo @ @ 

XPOSURE to the disease, so 

far as the dust conditions them- 
selves are concerned, are governed 
by several factors. Included in these 
elements are the size of the dust par- 
ticles, the intensity of the dust, and 
the percentage of free silica present 
in the dust. 
Dust particles of 10 microns or 
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larger are negligible as a cause of 
trouble, as they are filtered out by 
the upper respiratory channels. The 
micron, the unit of measurement used 
for this purpose, is one twenty-five 
thousandth of an inch. In an analy- 
sis of dust in the anthracite mines 
of Pennsylvania, the particles were 
found to be practically all less than 
four microns. Eighty per cent of 
them were between one-half micron 
and one and one-half microns. This 
dust was, therefore, of a size small 
enough to be breathed into the air 
passages of the lungs. 

No danger exists where there are 
less than five million particles of dust 
per cubic feet of air. From this 
point the hazard increases in propor- 
tion to the silica content of the dust. 
The number of cases remain negli- 
gible where there are less than fifty 
million dust particles to the cubic 
foot of air if the dust does not con- 
tain more than five per cent of free 
silica. 

Rock-workers in the Pennsylvania 
mines were found to be exposed to 
dust containing 35% of free silica. 
Among various groups of such work- 
ers, it was found that of those em- 
ployed less than fifteen years in con- 
centrations of not more than 200 
million dust particles to the cubic 
foot of air, ten per cent contracted 
silicosis. Of those employed more 
than twenty-five years in dust where 
there were 300 million particles to 
the cubic foot of air, ninety-two per 
cent developed silicosis. 

e @ @ 

INE states have laws establish- 

ing general coverage on occu- 
pational diseases. These include 
California, Connecticut, Massachu- 
setts, New York, North Dakota, 
Wisconsin, Wyoming. [Illinois and 
Rhode Island adopted such laws in 
March of the present year. The 
District of Columbia, the Philippines, 
and Hawaii also have general cover- 
age provisions, as do the two Federal 
Acts; the U. S. Civil Service Com- 
pensation Act, and the Federal Long- 
shoremen’s and Harbor Worker’s 
Act. 

The New York law was amended 
at the last session of the legislature 
so as to limit the total compensation 
in silicosis cases to a total of $3,000. 
Kentucky and West Virginia have 
acts containing elective provisions. 
Unless both employers and employees 
elect to come in under this section 
of these acts, silicosis cases remain as 
before, subject to adjudication under 
the accepted common law standards. 

ee @ @ 
ETHODS already in use have 


been conclusively shown to be 
capable of reducing the hazard to a 
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minimum compared with its present 
prevalence. Thus, as a result of a 
preventive program instituted in 1927 
under the supervision of the United 
States Bureau of Mines in the tri- 
State zinc and lead mining district 
of Kansas, Oklahoma, and Missouri 
silicosis with tuberculosis decreased 
66.55 per cent, and tuberculosis de- 
clined 82.70. 

Among the accepted methods of 
prevention are control of dust at the 
point of origin, by use of local ex- 
haust systems, wet methods, or a 
combination of both, general ventila- 
tion, and thorough cleaning to elimi- 
nate dust. 
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OCCUPATIONAL 
DISEASE 


Excerpts from 
Second Address on This Subject 
at the Commissioners’ 
Convention 
By SAMUEL L. CARPENTER 
COMMISSIONER OF INSURANCE 
STATE OF CALIFORNIA 
N speaking of his recent decision 
on compensation rates in respect 
to silicosis hazards, Commissioner 
Carpenter, after explaining the na- 
ture of the disease and reporting on 
the public hearings held, said: 

My approach to a decision was the 
compilation and analysis of all avail- 
able data upon which accurate rate 
estimates could be made. This in- 
volved a study of experience devel- 
oped in California as well as experi- 
ence of other states; of the relativity 
table prepared by the National Coun- 
cil with particular reference to its 
adaptability to California industrial 
conditions ; a study of schedule rat- 
ing systems; of the possible adapt- 
ability of experience rating; of 
retroactive rating systems; of asqui- 
sition cost and the powers of the 
Commissioner to regulate ; a study of 
loss reserve requirements and the 
Commissioner’s- powers to regulate 
or change; a study and review of 
Court decisions in many states in ac- 
tions brought under injunction, man- 
damus, or writ of certiorari testing 
the rate-making powers of commis- 
sioners or other officials. These and 
many intricate and technical matters 
were studied. 

ee @ ®@ 
HE conclusions at which I ar- 
rived can be most briefly given 
by quoting that portion of my final 
decision issued effective June 1, 1936, 
applying thereto: 
“SPECIFIC CONCLUSIONS 

1. The Workmen’s Compensation In- 
surance Manual of Rules and Rates now 
in use was approved for use by the Insur- 
ance Commissioner effective as of Janu- 
ary 1, 1934. The rates therein were com- 
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piled largely upon the basis of loss ex- 
perience under Workmen’s Compensation 
Insurance policies during the five policy 
years next preceding January 1, 1933. The 
rates in this manual applicable to classifica- 
tions subject to the hazards of pneumono- 
coniosis therefore contain no appreciable 
charge for the hazards of this disease. 
Neither the effect of the decision of the 
Supreme Court in Marsh vs. Industrial 
Accident Commission—supra—, nor the 
growing claims consciousness on the part 
of employees suffering from pulmonary, 
respiratory, or heart complaints was given 
consideration in the computation of these 
rates. 

The Insurance Commissioner, therefore, 
finds : 

These present rates and rules are in- 
adequate in so far as they apply to those 
classifications of work in which employees 
are subject to the hazards of this disease. 

2. The three year period specified in 
Section 11561 of the Insurance Code, dur- 
ing which there must be held in reserve 
the unexpended balance of that part of 
the premiums designed to cover losses is, 
in the opinion of the Insurance Commis- 
sioner, too short a period to cover the de- 
velopment of such cases. 


3. Any rating plan contemplated to 
adequately appraise the hazards of this 
disease and to provide adequate reserves 
against losses should be based upon an 
estimate of the average period of expo- 
sure to dust required to develop this dis- 
ease to a point of disability. This average 
period is estimated at ten years. 

4. Experience in other states and ter- 
ritories of the United States, upon proper 
modification to meet California conditions, 
can and should be used as a guide in de- 
termining rates for California. It is a 
universally accepted principle in insurance 
rate-making that the broader the field of 
experience, the more accurately can rates 
be established. This practice of insurance 
rating has through the years been adopted 
universally by qualified rating experts. 

A proper analysis requires consideration 
of all experience availiable, but past ex- 
perience in one state only, particularly 
when fragmentary, cannot be wisely taken 
as the only factor in establishing rates ade- 
quate to cover future losses. 

5. Expert engineering and actuarial 
advice and judgment, from those experi- 
enced and qualified by long training and 
application to insurance rating, and rela- 
tivity of the several hazards, should be 
sought as a guide in any rate revision. 
This has been done in the matter pending. 

6. It is well established that legisla- 
tive acts are constantly interpreted by the 
Courts. The case of Marsh vs. Industrial 
Accident Commission, (supra), has pointed 
out additional hazards of which neither 
employers nor insurance carriers were 
aware until this decision was made. 


7. Decisions of the Industrial Accident 
Commission and the Courts of California 
indicate a policy of pro-rating or appor- 
tioning awards for benefits accruing for 
injury from this disease, over all past 
employers of the injured in California and 
in whose employ the injured was subjected 
to the hazards of the disease, irrespective 
of time of first indications of or first 
actual disability while the injured was so 
employed. 

Two methods of rate treatment can be 
employed : 

A. A method based on the assumption 
that all of the loss is chargeable to 
the experience of the policy year in 
which disability actually occurred. 
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B. A method based on the assumption 
that only that portion of the loss 
which was pro-rated or apportioned 
to the year in which disability oc- 
curred is chargeable to the experi- 
ence of that policy year, and that 
losses pro-rated or apportioned over 
past exposures should be charged 
respectively to each such past policy 
year of the exposure. 

A careful study of all the factors and 
equities leads the Insurance Commissioner 
to adopt the latter method as a basis for 
the computation of rates, and for loss re- 
serve requirements. 

It must be noted, however, that in the 
computation of adequate rates and re- 
serves for the insurance of this hazard, 
the Insurance Commissioner has consid- 
ered in assuming premise “B” that losses 
will be pro-rated or apportioned in future 
years to 1936 insurance policies, and that 
adequate rating and reserves contemplates 
a premium for 1936 which will permit not 
only the payment of losses actually arising 
in 1936 and pro-rated against the 1936 
insurance policies, but also the setting 
aside of adequate reserves to meet awards 

of future years which may be pro-rated 
or apportioned back to 1936 insurance 
policies. 

8. Having arrived at the foregoing 
conclusions the Insurance Commissioner, 
due to the necessity of special loss reserve 
requirements against the hazards of this 
disease, which special requirements do not 
appear necessary in respect to other haz- 
ards insured, deems it essential to attach 
surcharge rates subject to the necessary 
special reserve requirements, rather than 
to apply an increase to the basic manual 
rates. 

9. In the opinion of the Insurance 
Commissioner the protection of employees 
against exposure from harmful dust is 
of the utmost importance not only from 
the effect which such protection will have 
upon the ultimate cost of insurance, but 
in a broader and more important sense 
upon the humanities involved. It is not 
within the province of the Insurance Com- 
missioner to enforce safety regulations, 
that duty being imposed upon another 
branch of government. 

The Insurance Commissioner feels, how- 
ever, that the rating system approved by 
him in order to give full support to the 
physical protection of workmen should 
provide substantial credits in the rate of 
the individual risk for the establishment 
of safety measures and equipment by the 
employer, designed to prevent or minimize 
exposure of the employees to the hazards 
of harmful dust. It is felt that such rate 
system should also provide for rate pen- 
alties to be imposed upon such employers 
whose working places are not maintained 
with respect to safety of employees at 
least at an average standard. 

A schedule rating system designed to 
carry into effect the above conclusions 
will be approved by the Insurance Com- 
missioner, effecting possible rate savings 
up to 50% of the surcharge rate approved, 
and effecting rate penalties up to 30% of 
such surcharge rates. 


10. Inasmuch as the majority of claims 
for disability or death from pneumono- 
coniosis involve the payment of large 
losses in proportion to the average insur- 
ance premium, it is not deemed reasonable 
to apply any system of experience rating 
to the surcharge applicable to the indi- 
vidual risk. Such experience rating sys- 
tem is in the opinion of the Insurance 
Commissioner not properly adaptable to 





risks involving only losses of this char- 
acter. 

11. In the absence of any evidence that 
the insurance of the hazards herein rated 
can be given at less expense than that 
of other compensable risks, the rates to 
be approved will be computed upon the 
basis of the customary expense loading. 
Rating experts, as well as state adminis- 
trative authorities, have almost univer- 
sally accepted such expense loading as 
reasonable. 

12. Due consideration should and has 
been given to the representations made 
that California working conditions from 
the standpoint of mild climate and feasi- 
bility of continuous natural ventilation are 
considered by employers superior and less 
conducive to contraction of this disease 
than conditions in other states reviewed. 


13. Relative conditions in some of the 
industries in California are frequently at 
variance with typical industries of the 
same class in other parts of the United 
States due to the different processes of 
manufacture, limitation of manufactured 
products to special items, and for various 
other causes, particularly the general ab- 
sence of foundry operations directly con- 
nected therewith. Special rate treatment 
will be provided for such industries. 


14. Through rating process certain in- 
dustries have been previously assigned by 
analogy to rating classifications involving 
injurious dust hazards, whereas the par- 
ticular industry has no such hazard. Such 
industries will not be subject to the ap- 
plication of the surcharge rate. 


15. The Insurance Commissioner hav- 
ing considered the plan presented for a 
retroactive system of downward rate ad- 
justment in the insurance premiums ap- 
plicable to the hazards of this disease, has 
rejected such plan as impractical for the 
following reasons: 

A. The adoption of any such plan 
would logically require approval of 
higher temporary rates which would 
place an unnecessary burden on em- 
ployers at this time. 

B. The loss reserve period, essential 
to the establishment of the true loss 
ratio of any policy year, is too long 
to render such system practical in 
its application to the hazards of this 
disease. 

Having arrived at the conclusions above 
recited, the Insurance Commissioner ap- 
proves and issues the rates and rating sys- 
tem hereto attached and marked “Pneu- 
monoconiosis, Rules and Rates for Work- 
men’s Compensation Insurance Carriers,” 
as a whole, to be effective for all new, 
and renewal policies of workmen’s com- 
pensation insurance, effective on and after 
12:01 A.M., June 1, 1936, and to be con- 
strued and applied as supplementary to 
the uniform system of rules, classifica- 
tions, and rates contained in the Califor- 
nia Compensation Manual, previously 
approved under date of January 1, 1934, 
and any subsequent revision thereof. 

To give effect to the conclusions here- 
inabove recited, the Insurance Commis- 
sioner hereby instructs the California 
Inspection Rating Bureau to immediately 
prepare and present for his approval re- 
vised basic manual rates applicable to the 
classifications upon which a surcharge rate 
is approved. In preparing such revised 


basic manual rates and in future revisions 
the Bureau is instructed to delete from the 
loss experience used as a basis, all losses 
incurred on claims arising from pneu- 
monoconiosis. 


Since the rates of the present basic 














manual now in use were based largely 
upon the loss experience of insurance 
policies expiring prior to January 1, 1933, 
a subsequent loss experience was not 
available or considered in the rate com- 
putation the modification hereinabove re- 
quested will at this time indicate very lim- 
ited variations. 

It is therefore the order of the Insur- 
ance Commissioner that upon receipt of 
Schedule “Z’ data from the insurance 
carriers covering loss experience up to 
and including the policy year of 1934 
(policies expiring up to December 31, 
1935), the California Inspection Rating 
Bureau proceed immediately to again re- 
vise the basic manual rates applicable to 
the classification upon which a surcharge 
has been approved herein. 

Under the California Inspection Rating 
Bureau Rules, Schedule “Z” filings are 
due July 1, 1936. In order to facilitate the 
early revision of rates based upon these 
filings the insurance carriers are directed 
to file such schedules promptly. 

It is further ordered that loss reserves 
against the hazards of pneumonoconiosis 

shall be maintained separately upon the 
serckaene premiums, in the manner pro- 
vided under Section 11561 of the Insur- 
ance Code for all premiums, also that in 
addition to such reserves each carrier 
will hereafter be required to maintain for 
a period of seven additional years follow- 
ing the statutory three year period a re- 
serve upon surcharge premiums only, 
calculated upon the same basis as pre- 
scribed by Section 11561 except that a 
minimum of 65% may be employed for 
such last seven years of the reserve period 
and there may be deducted therefrom in 
addition to the loss and loss expense pay- 
ments the excess of the present value 
separately required to be set up on any 
case by Section 11560 over the loss pay- 
ments made thereon. 

It is further ordered that .insurance 
carriers shall immediately calculate the 
amount of premiums earned upon Cali- 
fornia policies under classifications upon 
which this order has provided a sur- 
charge for each of the policy years, 1936 
to date of this order, 1935, 1934, 1933, 
1932, 1931, 1930, 1929, 1928, 1927, or such 
of those years as the carrier was engaged 
in the workmen’s compensation insurance 
business in California, and immediately 
report such premiums as to each of the 
classifications and policy years to the In- 
surance Commissioner together with losses 
incurred and loss payments on account of 
claims arising from pneumonoconiosis. The 
Insurance Commissioner will upon receipt 
and review of such data instruct each car- 
rier regarding such additional reserve re- 
quirements as may appear necessary to 
him. 

It is further ordered that all claims 
received after date of this order by any 
insurance carrier based upon the hazard 
of pneumonoconiosis shall immediately 
upon receipt of notice by the carrier be 
reported to the Bureau on_ prescribed 
forms and the Bureau shall report to the 
Insurance Commissioner at least every 
ninety days the number of such claims 
filed, the amount of benefits awarded or 
agreed upon with the Industrial Accident 
Commission, all other loss and loss ex- 
pense applicable thereto, and the amount 
of reserve posted for losses, as to each 
separate classification of risk. 


The California Inspection Rating Bu- 
reau is instructed to prepare for approval 
of the Insurance Commissioner a form 
of endorsement for Workmen’s Compen- 
sation Insurance policies which will limit 
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such policies so as to entirely exclude 
from the coverage thereunder any claim 
or cost for the hazards of pneumono- 
coniosis. Upon approval of the endorse- 
ment form all carriers may issue policies, 
excluding the hazards of pneumonoconi- 
osis, at basic manual rates without appli- 
cation of any surcharge rate. No carrier 
may issue such a policy, so endorsed, with 
any agreement or understanding, oral or 
written, to investigate and/or adjust 
claims on behalf of the employer in re- 
spect to the portion of the risk so ex- 
cluded. It is further ordered that im- 
mediately upon the issuance of each such 
policy so endorsed the carrier shall notify 
the Industrial Accident Commission by 
registered mail, return receipt requested, 
and that copy of such notice, together 
with return receipt card, shall be attached 
to and made a part of daily report of such 
policy filed with the California Inspection 
Rating Bureau.” 








New York Statement 
See page 28 instead of page 27 








Editorial 


(Continued from Page 6) 


ence of the spirit of cooperation and 
understanding between the Commis- 
sioners of the several states. 

It should be recognized, too, that 
an examination report is no stronger 
than the men who make it and that 
one weak examiner will have the ef- 
fect of nullifying the work of the 
others who are competent. In ex- 
aminations, examiners are assigned 
to different phases of the work and 
if the individual assigned to reserves 
or investments, or whatever the as- 
signment may be, is incompetent, the 
value of the examination certainly is 
weakened by that much, or may be 
destroyed altogether. 


Much has been said in recent con- 
ventions of the possibility of Federal 
regulation and that specter continues 
to haunt the companies and the indi- 
vidual states. If the predictions of 
the pessimistic as to the outcome of 
this controversy are fulfilled, not a 
step, but a broad jump will have been 
taken toward eventual Federal super- 
vision. The companies, in self-pro- 
tection, will have to appeal to their 
policyholders for help in resisting a 
program which results in unnecessary 
expense and harassment to them with 
no compensating offset and, with any 
failure to secure relief, will, as a last 
resort (as much as they dislike it), 
have to look to some other means of 
regulation. 

ee @ ® 
HIS question is not one of the 
domination of the East over the 
West, or the South over the North, 
but involves in the most complete 
sense of the term the public interest 
as respects every state. Any compro- 
mise, if one indeed is possible, must 
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involve a change in the laws of at 
least a few of the states, among them 
some of the states in which the larg- 
est number of companies are domi- 
ciled. One possible basis of compro- 
mise is in the direction of company 
and departmental support in strength- 
ening the organization of the Con- 
vention itself, and developing some 
means of making it possible for the 
Convention to employ, full time, a 
staff of competent men, compensated 
well, and available at all times to as- 
sist in such Convention examinations 
as are made. If this seems desirable, 
then for want of a better term, the 
employment of examiners should be 
along the lines of the Civil Service 
idea in its highest state of efficiency. 
A representative committee of the 
states should be in charge of this 
centralized effort and the examiners 
hired for the job should be employed 
only after undergoing a very thor- 
ough examination similar to that 
made for C.P.A. or admission to the 
3ar. A thoroughly defined procedure 
should be developed whereby it would 
be possible to check periodically the 
work of the individual examiner and 
make such changes in personnel as 
efficiency demanded. 
ee @ @ 
TATES with the great responsi- 
bility imposed upon them by the 
fact that they have a large number 
of home companies cannot be 
expected to completely turn their 
responsibilities over to a central or- 
ganization. They would still want 
to retain a large part of their efficient 
machinery, at least until such time 
as some other method has proven 
itself. However, these states owe a 
duty in the way of protection to their 
home companies, and thus an obliga- 
tion to work out if necessary in co- 
operation with the other states in 
which such companies do business a 
compromise program that recognizes 
the interests of all on the soundest 
basis that can be devised. The cen- 
tralized plan has its possibilities. 
However, insurance regulation is 
itself, in this controversy, facing a 
crisis. Real statesmanship is neces- 
sary. The insurance business is of 
such magnitude that each Commis- 
sioner must look at the problems of 
the business not only as the super- 
visory authority of his state, but as 
though he occupied that position in 
the nation. 
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siderable sum of money. 
It is pertinent to inquire why the 


survey and report was not made be- 
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fore and the rate reduced at a time 
there was no mutual competition in- 
involved. The circumstance will be 
interesting to other cities that have 


ps 1c1es expiring soon. 


Mutual Men At 
Commissioners Meeting 


MUTUAL 
MANY 


COMPANY MEN FROM 
PARTS OF THE COUNTRY WERE 
in attendance at the St. Paul meet- 
ing of the Insurance Commissioners 


recently held, including : 


Joseph B. Beach, Secretary, Hardware 
Mutual Casualty Co., Stevens Point, Wis- 
‘onsin. W. H. Birch, Hardware Mutual, 
Minneapolis, Minn. J. W. Buckingham, 
Treasurer, Millers Mutual Fire Ins. Assn., 
Alton, Illinois. W. H. Burhop, Secretary, 
Employers Mutuals, Wausau, Wisconsin. 
John Buxton, Vice Pres., Minnesota Im- 
plement Mutual of Owatonna. A. H. 
Cheese, Vice Pres., Hardware Mutual 
Fire, Minneapolis, Minnesota. 


John W. Cronin, General Counsel, 
Liberty Mutual Ins. Co., Boston, Massa- 
chusetts. R. S. Danforth, Asst. Secretary, 


Millers National Ins. Co., Chicago, Ill. 
John Engebretson, Secretary, Minnesota 
Farmers Mutual Ins. Co., Minneapolis, 


Minn. R. J. Grant, President, Hardware 
Mutual Fire, Minneapolis, Minn. J. E. 
Hanson, Treasurer, Hardware Mutual 
Fire, Minneapolis, Minn. 


Leslie P. Hemry, American Mutual Li- 
ability, Boston, Mass. Hjalmar Hjerm- 
stad, President, Citizens Fund Mutual Fire, 
Red Wing, Minn. John F. Hynes, Secre- 
tary, Employers Mutual Casualty Co., 
Des Moines, Iowa. B. Rees Jones, Presi- 
dent, Town Mutual Dwelling, Des Moines, 
lowa. 


J. E. Kidd, Secretary, Minnesota Im- 
plement, Owatonna, Minn. W. J. Laidlaw, 
Secretary, Minnesota Farmers Mutual Ins. 
Co., Minneapolis, Minn. J. M. Legris, 
Union Mutual Fire Ins. Co., Providence, 
R. I. D. P. O'Neill, President, Farmers 
Home Mutual Ins. Co., Madelia, Minn. 
Leo. Mingenbach, V. P., Hardware Deal- 
ers Mutual Fire, of Stevens Point. 

H. M. Richmond, Vice Pres., United 
Mutual Fire, Boston, Mass. Chase M. 
Smith, Counsel, Lumbermens Mutual Cas- 
ualty, Chicago, Illinois. C. E. Twitchell, 
Vice Pres., Minnesota Implement, Owa- 
tonna, Minn. H. W. Yount, Liberty 
Mutual, Boston, Massachusetts. J. M. 
Sweitzer, Employers Mutuals of Wausau. 


Handsome New Building for 
Canadian Mutual 


rHE GORE DISTRICT MUTUAL FIRE 
INSURANCE COMPANY OF GALT, ON- 
tario, has recently completed a new 
head office building which reflects 
the progressive character of its man- 
agement. The structure was officially 
ledicated by His Honor Herbert 
\. Bruce, Lieutenant Governor of 
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Ontario, in the presence of members, 
directors and officials of the company, 
representatives of the corporation of 
Galt and local public bodies, directors 
and officers of other life and fire 
companies and the provincial institu- 
tions together with many others. 

Architecturally, the building is a 
modern adaptation of the late Geor- 
gian period, both without and within, 
modified to be in keeping with the 
promotion of convenient operation of 
office routine and the comfort of the 
personnel. 


rom the rotunda a corridor leads 
on one side to the general business 
offices and on the other to the board 
rooms and executive offices. Fire- 
places in the board room and presi- 
dent’s office are faced with Loredo 
Chiaro marble. On the second floor 
is a club room for employees, with a 
kitchen for serving meals. Ceilings 
are acoustically treated throughout 
and the building is protected by the 
most modern insulation. Exterior 
walls are faced with split face gran- 
ite steel stones trimmed with Queens- 
ton Limestone. 








New York Commissioner 
States Position On 
Examinations 


SUPERINTENDENT LOUIS H. PINK OF 
NEW YORK CLARIFIED THE POSITION 
of his Department with reference to 
the examination program adopted by 
the Insurance Commissioners Associ- 
ation at their St. Paul meeting in a 
statement issued shortly after the 


sessions. 


After calling attention to the spirit 
of cooperation which has character- 
ized New York’s relations with the 
Association, and stating the various 
problems which confront the execu- 
tive of the state’s department because 
of definite laws that must be followed, 
he referred to the efficiency of his 
Kxamining organization and summed 
up his memorandum by saying: 


“The present by-laws of the Association 
provide a definite procedure for handling 
Convention examinations. Without the 
consent of the Commissioner of the home 
state, no convention examination shall be 
arranged unless the committee on Conven- 
tion examinations ‘satisfies itself that the 
best interests of insurance supervision 
would be served by conducting such exam- 
ination without such consent.’ The New 
York Department voted for this by-law 
and supports it whole-heartedly. At any 
time that it may refuse consent to a 
Convention examination of a New York 


company, it is willing to have a Conven- 
tion examination if the Committee satisfies 
itself that such examination will serve the 
‘best interests of insurance supervision.’ 
The questions that must he the i f 


asIS oO} 





the Committee’s decision are: 


Will the New York examination be 
inefficiently or improperly conducted ? 


Does the New York Department 
refuse to furnish any information 
relative to its examination to any 
interested State? 

Will the New York Department re- 


fuse to obtain additional information 
not covered in its examination when 


requested by any other interested 
State? 
If the answer to each of these questions 


is ‘no’ we feel that no sound argument 
or reason can be advanced for a Conven- 
tion examination. Nevertheless we would 
still recognize the right of the Convention 
Committee to direct a Convention exami- 
nation and the right of individual States 
to conduct their own separate or joint 
examinations of New York companies if 
they are not satisfied with our examination. 
We would cooperate with them and fur- 
nish them every assistance. 


We intend to respect and recognize the 
examinations of domiciliary States of 
foreign companies doing business in New 
York reserving, of course, the right to 
make any investigation or examination 
that may be necessary when the answer 
to any of the three questions presented 
above is in the affirmative. We do not 
plan to participate in Convention examina- 
tions called without or even with the con- 
sent of the home state commissioner unless 


exceptional circumstances demand such 
action. 
The New York Department believes 


this policy is the best for both the New 
York companies and their policyholders 
wherever located. We would be derelict 
in our duty to those to whom we are re- 
sponsible if we agreed to any other course 
of procedure.” 





WISE OLD JONAH 
There stood Jonah wane and pale, 
Upon his exit from the whale; 
In his statement to the press he gave 
assurance, 
That he would double his insurance! 


—BIL_ TANEY 





LAGGING VETERAN 
“It is very hard to drive a bargain,” said 
the fellow who had bought an old flivver 
for $10.—Princeton Tiger. 


LACKED FINESSE 
“Where's old Bill been lately? I haven't 
seen him for months.” 
“What? Haven’t you ’eard? 
three years for stealin’ a car.” i 
“What did he want to steal a car for? 
Why didn’t he buy one an’ not pay for it, 
like a gentleman!”—The Outspan. 


He’s got 


Between the Devil and the Deep Sea 
“T hear you are voing to marry that old 
Mr. Gayboy.” 
“Yes, I’ve decided to accept him.” 
“You’re making a mistake, my 
He’ll lead a double life.” 
“Well, if I don’t marry him I'll lead a 
single life, and that is worse.”—Boston 
Transcript. 


dear. 


OLD ONE BOBS UP AGAIN 
“Which travels faster—heat or cold?” 
“Heat, because you can catch cold 

easily.’ Utica Press. 











SERVICE AT YOUR FINGERTIPS 


The facilities at the command of any company are 
important factors in the rendering of prompt and 


precise service. 


Lost motion has been eliminated in the organization 
plans of The Federal Mutuals, to the advantage of 
policyholder and company alike. 


More than 500 sales representatives and field 


engineers bring Federal service and counsel to 


policyholders throughout the nation. Nine policy 
writing departments and over thirty service offices 
provide for individualized attention to every as- 


sured’s requirements. 
























































REINSURANCE 


THE LUMBER MUTUAL FIRE INSURANCE 
COMPANY of BOSTON, MASS. 


Organized 1895 


FINANCIAL STATEMENT 
December 31, 1935 


ASSETS 


$ 200,000.00 
3,050,268.53 
40,480.00 
40,639.05 
167,538.85 
87,798.81 
1,678.44 


$3,588,403.68 





LIABILITIES 


Unearned Premiums on Policies in Force__ $ 749,108.44 
Unearned Premiums on Policies in unau- 

thorized companies _--_--_-------~- 298.20 
Reserve for reinsurance on unpaid losses 

for companies not qualified in N. Y._- 13.85 
Reserve for Losses in Process of Adjustment 70,311.06 
Reserve for taxes and other expenses 

accrued 31,224.78 
Reserve for Contingencies________--_-~~- 151,162.02 
Bonds Not in Corporate Name___~~- eidanss 26,800.00 
POOR TE ik kicdicncencnoewnwes 2,559,485.33 


$3.588,403.68 





Securities carried at $193,646.26 in the above statement are deposited 
as required by law. 


Reinsurance Underwriting Managers 


EXCESS UNDERWRITERS, Inc. 


90 John Street, New York City 


FRANK F. WINANS, President 
J. P. GIBSON, JR. A. SHIRLEY LADD 


Vice President and Manager, Fire 
General Manager Department 
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